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a)   Glossary 

The following terms have the meanings set out below. 

ACA means an Accredited Certifying Agent under the NOP. 

Affiliate means a company that is affiliated with another company as described below: 

 A company is an “Affiliate” of another company if: 

 (a) one of them is the subsidiary of the other, or 

 (b) each of them is controlled by the same Person. 

 A company is “controlled” by a Person if: 

 (a) voting securities of the company are held, other than by way of security only, 

by or for the benefit of that Person, and 

 (b) the voting securities, if voted, entitle the Person to elect a majority of the 

directors of the company. 

 A Person beneficially owns securities that are beneficially owned by: 

 (a) a company controlled by that Person, or 

 (b) an Affiliate of that Person or an Affiliate of any company controlled by that 

Person. 

Amalgamation means the amalgamation of Valencia Subsidiary with EarthRenew to form a wholly 

owned subsidiary of Valencia, whereby of the issued and outstanding shares of 

EarthRenew will be exchanged for the Payment Shares in accordance with the 

Amalgamation Agreement and which shall constitute a Reverse Takeover. 

Amalco means EarthRenew Strathmore Inc., the company formed pursuant to the 

Amalgamation. 

Amalgamation 

Agreement 

means the Amalgamation Agreement dated December 1, 2017 between the Issuer, 

EarthRenew, and Valencia Subsidiary with respect to the RTO. 

Arm’s Length 

Transaction 

means a transaction that is not a Related Party Transaction. 

Associate  has the meaning ascribed to such term in the Securities Act (Ontario). 

Bitcoin means the peer-to-peer payment system and the digital currency of the same name 

which uses open source cryptography to control the creation and transfer of such 

currency. 

Bitcoin Network means the network of computers running the software protocol underlying Bitcoin 

and which network maintains the database of Bitcoin ownership and facilitates the 

transfer of Bitcoin among parties. 

Board of Directors means the board of directors of the Issuer. 
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Change of Control  includes situations where after giving effect to the contemplated transaction and as a 

result of such transaction: 

(a) any one Person holds a sufficient number of the voting shares of the issuer or 

resulting issuer to affect materially the control of the issuer or resulting issuer, 

or  

(b) any combination of Persons, acting in concert by virtue of an agreement, 

arrangement, commitment or understanding hold in total a sufficient number 

of the voting shares of the issuer or resulting issuer to affect materially the 

control of the issuer or resulting issuer; 

where such Person or combination of Persons did not previously hold a sufficient 

number of voting shares to affect materially the control of the issuer or resulting issuer. 

In the absence of evidence to the contrary, any Person or combination of Persons acting 

in concert by virtue of an agreement, arrangement, commitment or understanding, hold 

more than 20% of the voting shares of the issuer or resulting issuer is deemed to 

materially affect the control of the issuer or resulting issuer. 

Closing means the completion of the Transaction. 

Closing Date means the day upon which the Closing occurs. 

Common Share means a common share in the capital of the Issuer or the Resulting Issuer, as the context 

requires. 

company unless specifically indicated otherwise, means a corporation, incorporated association 

or organization, body corporate, partnership, trust, association or other entity other than 

an individual. 

Control Person means any Person or company that holds or is one of a combination of persons or 

companies that holds a sufficient number of any of the securities of an issuer so as to 

affect materially the control of that issuer, or that holds more than 20% of the 

outstanding voting securities of an issuer except where there is evidence showing that 

the holder of those securities does not materially affect the control of the issuer. 

CSE means the Canadian Securities Exchange. 

EarthRenew means 2292055 Ontario Inc., a corporation which carries on business under the name 

“EarthRenew”. 

EarthRenew Options means stock options for 4,000,000 EarthRenew Shares exercisable at $0.25 until July 

18, 2021. 

EarthRenew Shares means the common shares in the capital of EarthRenew. 

EarthRenew 

Shareholders 

means, collectively, the shareholders of EarthRenew prior to the completion of the 

Amalgamation. 

Escrow Agreement means the escrow agreement to be entered into on Closing among the Resulting Issuer, 

the Escrow Agent, and the holders of the Transaction Escrowed Shares, providing for 

the escrow of the Transaction Escrowed Shares, as disclosed in “Part V – Information 

Concerning the Resulting Issuer – Escrow and Resale Restrictions”. 

Escrow Agent means TSX Trust Company. 

Exchange means the Canadian Securities Exchange. 

Exchange 

Requirements  

means the by-laws, policies, circulars, rules, guidelines, orders, notices, rulings, forms, 

decisions and regulations of the Exchange as from time to time enacted, any 

instructions, decisions and directions of the Exchange (including those of any 

committee of the Exchange as appointed from time to time), and all applicable 

provisions of the securities laws of any other jurisdiction. 
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Feedstock means the raw manure source for EarthRenew’s organic fertilizer. 

Final Exchange 

Bulletin 

means the bulletin which is issued by the Exchange following closing of the Transaction 

and the submission of all required documentation that evidences the Exchange’s 

acceptance of the Transaction and the listing of the Resulting Issuer on the Exchange.  

Host means the owners or operators of sites who supply manure inputs and where 

EarthRenew plants are located or intended to be located. 

Insider if used in relation to the Issuer, includes: (a) a director or senior officer of the Issuer; (b) 

a director or senior officer of a company that is an insider or subsidiary of the Issuer; 

and (c) a Person that beneficially owns or controls, directly or indirectly, securities 

carrying more than 10% of the voting rights attached to all outstanding securities of the 

Issuer. 

Issuer or Valencia means Valencia Ventures Inc., a corporation continued pursuant to the OBCA. 

Listing Statement means this Listing Statement. 

MD&A means management’s discussion and analysis of financial condition and operating 

results. 

MI-61-101 means Multilateral Instrument 61-101 - Protection of Minority Security Holders in 

Special Transactions.  

MWh means megawatts of electricity per hour. 

Name Change means a change of the Issuer’s name from “Valencia Ventures Inc.to “EarthRenew Inc.” 

or such other name as may be acceptable to the Exchange.   

NEX means the NEX board of the TSXV. 

OBCA means the Business Corporations Act (Ontario), as amended, together with its 

regulations. 

Option Agreements means agreements pursuant to which stock options have been granted under the Issuer’s 

Option Plan. 

Option Plan means the stock option plan of the Issuer.  

NOP means the USDA’s National Organic Program, which is responsible for developing 

national standards for organically-produced agricultural products. 

Payment Shares means the 55,000,000 Common Shares to be issued by the Issuer to the EarthRenew 

Shareholders in exchange for all of the EarthRenew Shares.  

Person means a company or an individual. 

Private Placement means the non-brokered private placement by Valencia of 4,545,454 Valencia Shares at 

a price per share of $0.22 for aggregate cash proceeds to Valencia of $1,000,000. 

Product means the nutrient-rich organic fertilizer pellets with slow-release technology produced 

by EarthRenew from Feedstock. 

Related Party 

Transaction 

has the meaning ascribed to that term in MI 61-101, and includes a related party 

transaction that is determined by the Exchange, to be a Related Party Transaction. The 

Exchange may deem a transaction to be a Related Party Transaction where 

circumstances exist which may compromise the independence of the issuer with respect 

to the transaction. 

Resulting Issuer means the Issuer following the Closing.  
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Reverse Takeover or 

RTO 

means a transaction or series of transactions, involving an acquisition by the issuer or 

of the issuer, and a securities issuance by an issuer that results in: 

(a) new shareholders holding more than 50% of the outstanding voting securities 

of the issuer, and 

(b) a Change of Control of the issuer. The Exchange may deem a transaction to 

have resulted in a Change of Control by aggregating the shares of a vendor 

group and/or incoming management group, 

A transaction or series of transactions may include an acquisition of a business or assets, 

an amalgamation, arrangement or other reorganization. 

Any securities issued pursuant to a private placement effected concurrently, contingent 

upon, or otherwise linked to a transaction or series of transactions, may be used in order 

to determine whether a transaction or series of transactions satisfies (a) and/or (b), 

above. 

Shareholders means Persons holding Common Shares. 

Strathmore Plant means EarthRenew’s clean power facility located on a 35,000 head cattle feedlot in 

Strathmore, Alberta that currently has the capacity to generate approximately four 

MWh. 

Transaction means, collectively, the transactions disclosed herein, including the Amalgamation, 

Private Placement and Name Change. 

Transaction Escrowed 

Shares 

means 24,360,129 Resulting Issuer Common Shares to be escrowed pursuant to 

Exchange Requirements. See “Part V – Information Concerning the Resulting Issuer – 

Escrow and Resale Restrictions”. 

TSXV means the TSX Venture Exchange. 

USDA  means the United States Department of Agriculture.  

Valencia Options means stock options for 1,250,000 Common Shares exercisable at $0.14 until August 

22, 2022. 

Valencia Subsidiary means 2608487 Ontario Inc., a wholly owned subsidiary of Valencia. 
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b)  Caution Relating to Forward-Looking Information 

This Listing Statement contains forward-looking statements. Often, but not always, forward-looking statements can 

be identified by the use of words such as “plans”, “expects” or “does not expect”, “is expected”, “estimates”, “intends”, 

“anticipates” or “does not anticipate”, or “believes”, or variations of such words and phrases or state that certain 

actions, events or results “may”, “could”, “would”, “might” or “will” be taken, occur or be achieved. Forward-looking 

statements involve known and unknown risks, uncertainties and other factors that may cause the actual results, 

performance or achievements of Valencia, EarthRenew or the Resulting Issuer to be materially different from any 

future results, performance or achievements expressed or implied by the forward-looking statements.  

In particular, the Resulting Issuer will be subject to the following risk factors set forth below and elsewhere in this 

Listing Statement as a result of its mining of various cryptocurrencies: 

 

• regulatory changes or actions may alter or prohibit investment in the Resulting Issuer’s cryptocurrency 

business and may result in a restriction in the use of cryptocurrencies; 

• the current value of cryptocurrencies and the value of the Resulting Issuer’s future holdings of 

cryptocurrencies may be overvalued and volatile as a result of momentum pricing; 

• there may be fraud or security failures of the cryptocurrency exchanges on which the Resulting Issuer’s 

cryptocurrencies are exchanged resulting in closures of the cryptocurrency exchanges or complete losses of 

the Resulting Issuer’s cryptocurrency balance; 

• banks may refuse to provide cryptocurrency-related services resulting in a decrease in the usefulness of 

cryptocurrencies and reduction in the value of the Resulting Issuer’s cryptocurrency inventory; 

• the Resulting Issuer’s operations, investment strategies and profitability may be adversely affected by 

competition from other cryptocurrencies or financial vehicles; 

• the Resulting Issuer may be subject to incorrect or fraudulent transactions resulting in its coins being lost or 

irretrievable;  

• the number of coins awarded for solving a block in the Blockchain may decrease, resulting in the value of 

a cryptocurrency mined by or held in the inventory of the Resulting Issuer to decrease and may decrease to 

a level where there is not an adequate incentive for the Resulting Issuer to continue mining; 

• the sale of coins by other vehicles investing in coins or tracking cryptocurrency markets may negatively 

affect cryptocurrency prices and reduce the value of the Resulting Issuer’s inventory; and 

• the introduction of new services and technologies may make the Resulting Issuer’s hardware and equipment 

at the Strathmore Plant obsolete and it may be cost-prohibitive to upgrade the Resulting Issuer’s hardware 

and equipment at the Strathmore Plant to remain competitive. 

In addition, this Listing Statement contains forward-looking statements concerning the power generation and organic 

fertilizer aspects of the Resulting Issuer’s business: 

• the anticipated benefits of the Products; 

• the production rate and lifespan of the Strathmore Plant; 

• the energy efficiency and net energy costs of the Strathmore Plant; 

• future production; 

• the supply and demand for organic matter fertilizers in agriculture and other industries; 

• emissions reductions and credits from various activities; 

• the development of markets for organic matter fertilizer and the demand for organic matter fertilizer; 
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• anticipated availability and sources of future financing; 

• the commercialization of additional applications of EarthRenew’s technology; 

• growth expectations and plans; 

• the ability to enter into additional Host agreements; 

• the ability to hire and retain sufficient personnel; 

• operating costs at the Strathmore Plant; and 

• results of trials of products. 

 

With respect to forward-looking statements contained in this Listing Statement, assumptions have been made 

regarding, among other things: 

• future prices of fertilizer and soil products; 

• future prices of natural gas and electricity; 

• the actual and expected results of manufacturing activities; 

• organic waste composition including qualities and quantities; 

• market acceptance of our products; 

• ability to obtain equipment from suppliers; 

• ability to obtain additional financing on satisfactory terms; 

• ability to obtain and enforce our intellectual property rights; 

• ability to obtain qualified staff and equipment in a timely and cost-efficient manner; 

• the regulatory framework governing our operations and environmental matters in the jurisdictions in 

which EarthRenew conducts and will conduct its business; 

• future production levels; 

• operating costs associated with the operation of EarthRenew’s plants; 

• future capital expenditures to be made by EarthRenew; 

• ability to execute growth plans; 

• ability to enter into additional Host agreements; 

• ability to quantify and verify emissions reductions and credits within established emissions credit regimes; 

• ability to obtain organic inputs for the Resulting Issuer’s plants; and 

• the operation of our Strathmore Plant. 

Actual results of the Resulting Issuer could differ materially from those anticipated in these forward-looking 

statements as a result of the risk factors set forth below and elsewhere in this Listing Statement: 

• general economic conditions; 

• EarthRenew’s limited operating history, including operating losses and negative cash flows; 

• the anticipated lifespan of the Strathmore Plant; 

• aggressive growth strategy; 

• unproven products and unproven markets; 

• availability of Hosts and relationships with industry participants; 

• Host industry risks and dependence on Hosts; 

• construction risks; 

• volatility of electricity and natural gas prices; 
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• government regulation; 

• operating risks and insurance; 

• environmental and regulatory risk; 

• inability to adapt or incorporate new technological processes; 

• marketing and distribution expertise; 

• competition; 

• dependence on a single plant; 

• weather and climate; 

• credit risk; 

• conflicts of interest; 

• foreign exchange and interest rates; 

• disclosure and internal controls; 

• additional financing; 

• absence of history as a public corporation; 

• product price and margin; 

• expansion strategy risks; 

• absence of cash dividends; 

• catastrophic event risk; 

• litigation risks; 

• management estimates and assumptions; 

• market volatility of Common Shares; 

• future sales; 

• dilution; and 

• absence of prior public market for the Common Shares.  

Actual results, performance or achievement could differ materially from those expressed herein. While the Issuer 

anticipates that subsequent events and developments may cause its views to change, the Issuer specifically disclaims 

any obligation to update these forward-looking statements, except as otherwise required by applicable securities laws. 

These forward-looking statements should not be relied upon as representing the Issuer’s views as of any date 

subsequent to the date of this Listing Statement. Although the Issuer has attempted to identify important factors that 

could cause actual actions, events or results to differ materially from those described in forward-looking statements, 

there may be other factors that cause actions, events or results not to be as anticipated, estimated or intended. There 

can be no assurance that forward-looking statements will prove to be accurate, as actual results and future events could 

differ materially from those anticipated in such statements. Accordingly, readers should not place undue reliance on 

forward-looking statements.  

The factors identified above are not intended to represent a complete list of the factors that could affect Valencia, 

EarthRenew or the Resulting Issuer. Additional factors are noted in this Listing Statement under “Risk Factors”. 
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2. Corporate Structure 

 
2.1 State the full corporate name of the Issuer or, if the Issuer is an unincorporated entity, the full name under 

which the entity exists and carries on business and the address(es) of the Issuer's head and registered office. 

 

Valencia 

Valencia Ventures Inc.’s head and registered office are located at 65 Queen Street West, Suite 800, 

Toronto, ON M5H 2M5.  Following the completion of the RTO, this will also be the head and registered 

office of the Resulting Issuer. 

EarthRenew 

2292055 Ontario Inc., operating under the name “EarthRenew’, has its head and registered office are 

located at 65 Queen Street West, Suite 800, Toronto, ON M5H 2M5. 

2.2 State the statute under which the Issuer is incorporated or continued or organized or, if the Issuer is an 

unincorporated entity, the laws of the jurisdiction or foreign jurisdiction under which the Issuer is 

established and exists.   Describe the substance of any material amendments to the articles or other 

constating or establishing documents of the Issuer. 

 

Valencia 

The Issuer was incorporated under the name William Resources Inc. on November 16, 1987 under Part 1A 

of the Companies Act (Quebec). By articles of amalgamation dated April 2, 1990, the Issuer amalgamated 

with Halex Resources Inc. On June 20, 1997, the articles of the Issuer were amended by consolidating the 

issued Common Shares on a one for three basis. On June 12, 2000, the articles of the Issuer were further 

amended to rename the Issuer William Multi-Tech Inc. On January 15, 2003, the articles of the Issuer were 

also amended by consolidating the issued Common Shares on a one for 100 basis and renaming it Valencia 

Ventures Inc. The Common Shares were approved for trading on the TSXV on April 3, 2012. The Issuer 

subsequently continued into Ontario pursuant to the provisions of the OBCA on June 2, 2014. On June 27, 

2014, Valencia consolidated its Common Shares on a one for eight basis. 

 EarthRenew 

 

EarthRenew was incorporated in Ontario on July 13, 2011 under the name 2292055 Ontario Inc. 

 

2.3 Describe, by way of a diagram or otherwise, the intercorporate relationships among the Issuer and the 

Issuer's subsidiaries.  For each subsidiary state  

 

(a) the percentage of votes attaching to all voting securities of the subsidiary represented by voting 

securities beneficially owned, or over which control or direction is exercised, by the Issuer;  

 

(b) the place of incorporation or continuance; and 

 

(c) the percentage of each class of restricted shares beneficially owned, or over which control or 

direction is exercised, by the Issuer. 

 

Following the completion of the RTO, the corporate structure of the Resulting Issuer is anticipated to be 

as follows: 
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                          100%    

 

 

 

2.4 If the Issuer is requalifying following a fundamental change or is proposing an acquisition, amalgamation, 

merger, reorganization or arrangement, describe by way of diagram or otherwise these intercorporate 

relationships both before and after the completion of the proposed transaction. 

 

 Valencia Subsidiary amalgamated with a wholly owned subsidiary of EarthRenew to form Amalco.  

 

2.5 Non-corporate Issuers and Issuers incorporated outside of Canada must describe how their governing 

legislation or constating documents differ materially from Canadian corporate legislation with respect to 

the corporate governance principles set out in Policy 4. 

 

 Not applicable. 

 
3. General Development of the Business 

 
3.1 Describe the general development of the Issuer's business over its three most recently completed financial 

years and any subsequent period.  Include only major events or conditions that have influenced the general 

development of the Issuer's business.  If the business consists of the production or distribution of more than 

one product or the rendering of more than one kind of service, describe the principal products or services.  

Also discuss changes in the business of the Issuer that are expected to occur during the current financial 

year of the Issuer. 

 

Valencia 

The Issuer was previously engaged in the exploration, development and exploitation of mineral resources 

in Canada.  Upon its move to NEX on November 14, 2013, Valencia was without active business operations 

other than attempting to source a reactivation transaction to become listed for trading on the TSXV.  

The Issuer entered into the Amalgamation Agreement on December 1, 2017. Under the terms of the 

Amalgamation Agreement, the Issuer will acquire the assets of EarthRenew in exchange for an aggregate 

of 55,000,000 Common Shares which will be issued and exchanged with the EarthRenew Shareholders on 

the basis of one Common Share for each one EarthRenew Share. See “Part IV – The Transaction – 

Amalgamation”. 

On December 1, 2017, trading in the Common Shares was halted on the TSXV pending the announcement 

of the Transaction. Trading is expected to commence on the Exchange shortly following the issuance of 

the Final Exchange Bulletin.  

 As a condition to Closing, Valencia will complete the Private Placement of 4,545,454 Common Shares at 

a purchase price of $0.22 per Common Share for aggregate gross proceeds of $1,000,000. 

  

EarthRenew Inc. 

(Ontario) 

 

Amalco 

(Ontario) 
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 EarthRenew 

 

EarthRenew is a sustainable power-generation company that generates electricity from a four MWh rated 

industrial natural gas turbine. EarthRenew’s patented technology captures the waste heat from the turbine 

to produce high value concentrated organic fertilizer from animal manure Excess electricity from this 

process can be sold to the municipal grid or other end users, including cryptocurrency miners, thereby 

offsetting a significant portion of the cost of the gas used to run the plant. 

On December 1, 2017, EarthRenew entered into the Amalgamation Agreement with respect to the 

Transaction. Under the terms of the Amalgamation Agreement, EarthRenew Shareholders will exchange 

all of the issued and outstanding EarthRenew Shares for the Payment Shares. Following completion of the 

Transaction, EarthRenew will be a wholly-owned subsidiary of the Resulting Issuer. See “Part IV – The 

Transaction – Amalgamation”. 

On February 14, 2018, EarthRenew purchased 20 Antminer S9 mining rigs from Bitmain to commence 

Bitcoin mining activities at the “Strathmore Plant. Theses new Bitcoin mining rigs were delivered and 

installed in March 2018. EarthRenew estimates that it can operate up to 2,000 cryptocurrency mining rigs 

using the surplus electricity generated by the existing turbine. The remaining electricity can be used in 

future to power EarthRenew’s patented waste to organic fertilizer production process. 

3.2 Disclose: 

 

(1)(a)  any significant acquisition completed by the Issuer or any  significant probable acquisition 

proposed by the Issuer, for which financial statements would be required under National 

Instrument 41-101 General Prospectus Requirements if this Listing Statement were a 

prospectus; and 

 

Amalgamation 

The Issuer and EarthRenew will complete the Amalgamation whereby Valencia Subsidiary will amalgamate 

with EarthRenew to form Amalco and become a wholly owned subsidiary of the Resulting Issuer.   Thus, the 

Resulting Issuer will acquire and hold all of the EarthRenew Shares in exchange for 55,000,000 Payment 

Shares. All of the Payment Shares will be issued to EarthRenew Shareholders pursuant to exemptions from 

the registration and prospectus requirements of applicable securities laws. The Payment Shares may be 

subject to resale and escrow restrictions as required under the applicable securities legislation and by the 

Exchange. Upon completion of the Amalgamation, Amalco will be a wholly-owned subsidiary of the 

Resulting Issuer.    

Please see Exhibit “A” to this Listing Statement for financial statements of EarthRenew as well as pro forma 

financial statements of the Resulting Issuer. 

Private Placement 

As a condition to Closing, Valencia will complete the Private Placement of 4,545,454 Common Shares at a 

purchase price of $0.22 per Common Share for aggregate gross proceeds of $1,000,000. 

Effect of the Transaction 

As a result of the Transaction. EarthRenew will amalgamate with Valencia Subsidiary to form Amalco; the 

Resulting Issuer will own all the issued securities of Amalco as a wholly owned subsidiary; the EarthRenew 

Shareholders will receive the Payment Shares; and the business of EarthRenew will become the business of 

the Resulting Issuer. 
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Related Party Considerations 

The Transaction was negotiated by the parties dealing at arm’s length with each other and therefore in 

accordance with the policies of the Exchange, is an Arm’s Length Transaction.    

Prior to Closing, the only insider of the Issuer that has any interest in EarthRenew is Ryan Ptolemy, the 

Issuer’s CFO. Mr. Ptolemy currently holds 1,505,000 EarthRenew Shares, which represents 2.7% of the 

outstanding EarthRenew Shares.  No other related party (as defined in MI 61-101) owns any securities of 

EarthRenew. 

The RTO is being structured as a three point amalgamation and, as a result, the Issuer will indirectly acquire 

the EarthRenew Shares held by Mr. Ptolemy and consequently, the Transaction will constitute a related party 

transaction as defined in MI 61-101.  The RTO, however, is exempt from the minority shareholder approval 

requirements of MI 61-101 pursuant to the exemption contained in section 5.7(a) of MI 61-101 as the fair 

market value of the EarthRenew Shares held by Mr.  Ptolemy is less than 25% of the Issuer’s market 

capitalization.   

(b) any significant disposition completed by the Issuer during the most recently completed 

financial year or the current financial year for which pro forma financial statements would 

be required under National Instrument 41-101 General Prospectus Requirements if this 

Listing Statement were a prospectus.  

 

Not applicable. 

 

(2)  Under paragraph (1) include particulars of 

 

(a) the nature of the assets acquired or disposed of or to be acquired or disposed of; 

 

(b) the actual or proposed date of each significant acquisition or significant disposition; 

 

(c) the consideration, both monetary and non-monetary paid, or to be paid, to or by the Issuer; 

 

(d) any material obligations that must be complied with to keep any significant acquisition or 

significant disposition agreement in good standing; 

 

(e) the effect of the significant acquisition or significant disposition on the operating results and 

financial position of the Issuer; 

 

(f) any valuation opinion obtained within the last 12 months required under Canadian securities 

legislation, a directive of a Canadian securities regulatory authority, or a requirement of a 

Canadian stock exchange or other Canadian market to support the value of the consideration 

received or paid by the Issuer or any of its subsidiaries for the assets, including the name of 

the author, the date of the opinion, the assets to which the opinion relates and the value 

attributed to the assets; and 

 

(g) whether the transaction is with a Related Party of the Issuer and if so, disclose the identity of 

the other parties and the relationship of the other parties to the Issuer. 

 

3.3 Discuss any trend, commitment, event or uncertainty that is both presently known to management and 

reasonably expected to have a material effect on the Issuer's business, financial condition or results of 

operations, providing forward-looking information based on the Issuer's expectations as of the date of the 

Listing Statement. 

 

There are significant risks associated with the business of the Resulting Issuer, as described above and in 

Section 17 – Risk Factors.   Readers are strongly encouraged to carefully read all of the risk factors 
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contained in Section 17 – Risk Factors.  In addition, please see the forward-looking statements that are 

outlined commencing on page 8 of this Listing Statement. 

 

4 Narrative Description of the Business 

 

4.1 General  

 

(1) Describe the business of the Issuer with reference to the reportable operating segments as defined 

in the Handbook and the Issuer's business in general.  Include the following for each reportable 

operating segment of the Issuer: 

 

(a) state the business objectives that the Issuer expects to accomplish in the forthcoming 12-

month period; 

 

(b) describe each significant event or milestone that must occur for the business objectives in (a) 

to be accomplished and state the specific time period in which each event is expected to occur 

and the costs related to each event; 

 

General 

 

EarthRenew is a sustainable power-generation company.  The waste heat from the power generation is 

expected to be used to process and deliver nutrient-rich, slow-release pelleted organic fertilizers.  

EarthRenew’s competitive advantage rests in its unique ability to convert natural gas to electricity from an 

industrial-sized gas turbine and in so doing capture waste heat exhaust to dry manure feedstock to make 

organic fertilizer.  EarthRenew has a commercial scale power generation and organic fertilizer plant in 

Strathmore, Alberta known as the Strathmore Plant that is located on a 25,000 head cattle feedlot as shown 

below. 

 

 
 

The Strathmore Plant has the capacity to generate approximately four MWh of electricity per hour. Upon the 

completion of the Transaction, EarthRenew intends to recommence its electricity generation operations at 

the Strathmore Plant. During the first phase of the re-start of the Strathmore Plant, EarthRenew intends to 

use the electricity it generates to power a cryptocurrency mining facility. Based on the energy use 

specifications of the mining rigs, EarthRenew expects to have available about 2.5 MWh per hour of the 

currently installed electricity generation capacity of the Strathmore Plant to power the cryptocurrency mining 

operations. A portion of the proceeds from the Private Placement are intended to be used to retrofit a portion 

of the Strathmore Plant as a cryptocurrency mining facility. 
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The estimated lifespan of the Stathmore Plant will be uncertain until the plant is made fully operational by the 

Resulting Issuer, and there is no guarantee of the lifespan of this facility or that additional expenditures will not 

be required in order to keep the Strathmore Plant operational. 

 

As a second phase of the re-start of the Strathmore Plant, EarthRenew intends to use a portion of the proceeds 

from the Private Placement to complete engineering work necessary to restart organic fertilizer production. 

In the future, EarthRenew expects to use about 1.5MWh per hour of the 4.0 MWh per hour generated by the 

Strathmore Plant to power the fertilizer production equipment and controls to produce pelleted organic 

fertilizers. The Strathmore Plant (first commissioned in 2008), was proven capable of producing sellable 

organic fertilizers.  EarthRenew intends to upgrade the existing facility to address past design and process 

limitations and has engaged a team of engineers, construction and supply chain management to recommission 

the organic fertilizer production component. A summary overview of electricity generation and fertilizer 

production process is as outlined below. 

 

 
 

The remainder of the electricity generated can be used for other purposes to generate additional revenue for 

EarthRenew. More specifically, this surplus electricity, which is already synchronized with the electrical grid 

system, can be used for other applications at the Strathmore Plant or sold to the electrical grid to meet price 

spikes occasioned by supply shortages and/or sudden surges in the demand for electricity. 

 

As explained below, EarthRenew intends to re-start the fertilizer production facility at the Strathmore Plant 

to produce as much as 60,000 tonnes of nutrient-rich, slow-release organic fertilizers annually for sale in the 

Mid-Western United States and Western Canada.  EarthRenew has executed an off-take agreement with Sun 

Country Organics pursuant to which substantially all the organic fertilizer produced by EarthRenew at the 

Strathmore Plant will be purchased by Sun Country Organics for wholesale and retail distribution.   

 

As a third phase of EarthRenew’s growth and expansion plans, management is working to identify and 

analyse possible locations in Europe and North America suitable for additional power generation and organic 

fertilizer production facilities such as the Strathmore Plant.  To that end, EarthRenew has entered into a Letter 
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of Intent with a UK dairy operation to develop a second facility like the Strathmore Plant co-located with the 

dairy.  The estimated useful life of the property comprising the Strathmore Plant is currently estimated to be 

five years. 

 

Power Generation 

 

Background on Electricity Production 

 

The Strathmore Plant has the capacity to generate approximately four MWh of electricity per hour.  This 

facility was originally installed to provide both the electricity and heat for the former fertilizer plant at the 

site.  The Strathmore Plant includes a Rolls Royce turbine and Allison engine. 

 

During the past seven years, the power generation asset has operated intermittently when prices for power on 

the Alberta electricity grid were sufficient to justify generating electricity on a sustained basis.  The average 

price during the operations of the turbine needs to approach $50 per MWh (wholesale) to make power 

generation feasible at current gas prices.  Electricity generation is expected to recommence upon the 

completion of the RTO, following planned maintenance and system testing with the local electricity grid 

infrastructure operator (Fortis).   All permits and tracking systems are in place for the operation of the 

Strathmore Plant. 

 

Market for Electricity 

 

The market for electricity from the Strathmore Plant can be off-site (through delivery to the provincial 

electricity grid) or on-site (including neighbouring facilities) as the facility is permitted for both approaches. 

On-site users of electricity are advantaged as transmission fees do not apply. 

 

The electricity grid in Alberta is deregulated.  The price is dynamic and set by significant electricity producers 

who bid their power into the grid.  Small producers, such as EarthRenew, are price takers in the market with 

pricing set hourly.  These prices vary with demand through the day and availability of units to provide power 

to the grid. 

 

The following pricing table (from www.ets.aeso.ca) provides an indication of pricing patterns over the 30-

day period from March 26 to April 23, 2018.  The blue line represents the daily cycle of demand.  The red 

line illustrates the hourly pool price – note the price peaks.  The green line is the rolling average price. 

 
 

http://www.ets.aeso.ca/


 

00269211-9  
FORM 2A – LISTING STATEMENT 

January 2015 

Page 17 

 
  

Electricity sold behind the fence (such as to a co-located livestock operation) can be used without payment 

of the distribution and related charges that come with purchasing power from the grid.  EarthRenew is 

working with the feedlot on tying in the electricity generation from the facility to power the neighbouring 

site.  Further, the returns from meeting on-site demands for powering cryptocurrency mining facilities can 

exceed the effective price that may be received from putting the power to the electricity grid. 

 

Business Objectives 

 

EarthRenew is seeking to maximize the value of the power generation facilities by building on-site demand 

(including neighbour feedlot site).  To accomplish this objective, EarthRenew intends to: 

 

 Maximize the value of the electricity through consistent behind the fence load development.  This 

includes direct connection into the neighbouring feedlot and developing cryptocurrency mining units. 

 Produce excess power on an opportunistic basis to capture periods of elevated pricing available over 

extended periods on the Alberta electricity grid. 

 
Milestones 

 

 Generate power on a consistent basis to meet on-site load and deliver peak power to the electricity grid 

(estimated to be completed in the first quarter of 2019). 

 Consider Expanding On-Site Power Generation Capacity.  Prepare expansion plan for on-site power 

generation to support expansion of internal and third-party cryptocurrency mining operations (decision 

expected to be made in the first quarter of 2019 following the completion of the RTO). 

 Develop additional opportunities for consistent base load with on-site and neighbouring site clients 

(ongoing through 2019). A power purchase agreement is also under negotiation with an expected 

completion date of sometime in the first quarter of 2019. 

 
Please see the “Part V- Information Concerning the Resulting Issuer- Available Funds and Principal 

Purposes” for the costs estimated to be involved with the foregoing milestones. 

 

Cryptocurrency Mining 

 

Background on Blockchain and Cryptocurrency 

 

Blockchain technology was invented in 2008 as the database technology that underpins Bitcoin, the world’s 

first cryptocurrency. Even though the technology has remained synonymous with Bitcoin and 

cryptocurrencies, blockchain technologies are capable of much more than just serving as a database for a 

decentralised digital currency. Blockchain is gaining widespread adoption and is the backbone of a new 

digital world with fewer middlemen, greater efficiency and automated transactions. 

 

A significant advantage to blockchain technology is that it can store data and distribute in a decentralised 

manner. The decentralisation of information increases security and offers additional functionality to its users. 

Blockchain technologies are making a significant impact in many areas of business, finance, information 

management and governance, but it is still in the early stages. 

 

A cryptocurrency is a form of encrypted and decentralised digital currency, transferred directly between peers 

across the internet, with transactions being settled, confirmed and recorded in a distributed public ledger by 

a process known as “mining”. 

 

Units of a cryptocurrency exist only as data on the internet, and are not issued or controlled by any single 

institution, authority, or government. Whereas most of the world’s money currently exists in the form of 

electronic records managed by central authorities such as banks, units of a cryptocurrency exist as electronic 
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records in a decentralised tamper-proof transaction database called a blockchain. The ledger is publicly 

available to anyone and secured with public key encryption. 

 

How a Cryptocurrency Works 

 

Cryptocurrencies are decentralised digital currencies that enable instant transfers to anyone who is internet 

connected, anywhere in the world. Transactions occur via an open source, cryptographic protocol platform 

which uses peer-to-peer technology to operate with no central authority. The network is an online, peer-to -

peer network that hosts the public transaction ledger, known as the blockchain.   Each such cryptocurrency 

has a unique source code that comprises the basis for the cryptographic and algorithmic protocols governing 

the blockchain.  

 

No single entity owns or operates the network, the infrastructure of which is collectively maintained by a 

decentralised user base. As the network is decentralised, it does not rely on either governmental authorities 

or financial institutions to create, transmit or determine the value of the coins. Rather, the value of a coin is 

determined by the market supply of and demand for the coins, the prices set in transfers by mutual agreement 

or barter as well as the number of merchants that accept the coins. Because coins are digital files that can be 

transferred without the involvement of intermediaries or third parties, there are little or no transaction costs 

in direct peer-to-peer transactions.  

 

Coins can be used to pay for goods and services or can be converted to fiat currencies, such as the Canadian 

dollar, at rates determined by various exchanges. Bitcoin.org lists a number of Bitcoin Exchanges, including 

international exchanges such as Coinbase. There are also country-based and regional exchanges. 

Additionally, third party service providers are also used for transfers but they may charge significant fees for 

processing transactions. 

 

In a cryptocurrency network, every peer has their own copy of the blockchain, which contains records of 

every historical coin transaction - effectively containing records of all account balances. Each account is 

identified solely by its unique public key (making it effectively anonymous), and is secured with its associated 

private key (kept secret, like a password). The combination of private and public cryptographic keys 

constitutes a secure digital identity in the form of a digital signature, providing strong control of ownership. 

 

Assuming, that a sender is sending some quantity of Bitcoin to a particular recipient, the amount of Bitcoin 

to send is combined with the recipient’s public key and some information from any previous transactions that 

the sender’s Bitcoins came from, into a message that the sender signs with his or her private key. The 

transaction message is then broadcasted out into the wide Bitcoin Network, where it is received by Bitcoin 

miners who (with high-performance computers running specialized automatic Bitcoin mining software) 

verify the transaction, group it with others into a transaction block, and work to solve the proof-of-work 

cryptographic puzzle that links the new block to the blockchain. 

 

Each time a new block of transactions is created, data from that block is used to create a hash that is stored 

along with the block. One piece of data used is the hash from the most recent block in the blockchain. Each 

block’s hash is created using the hash of the block before it, acting as a sort of tamper evident seal that 

confirms the validity of the new block and all earlier blocks. Alterations made to any earlier block would 

make the hashes of all subsequent blocks invalid, the discrepancy would be easily detected by future miners, 

and that broadcast would be discarded in favour of one from a different peer. 

 

Miners compete to solve new blocks; a miner that verifies and solves a new block is awarded newly generated 

quantity of coins of an amount which is usually proportional to the miner’s contributed hash rate/work, (plus 

a small transaction fee) as an incentive to invest their computer power, as mining is critical to the continuing 

functioning and security of the cryptocurrency network. The difficulty of the proof-of-work puzzles is 

automatically adjusted so that a new block is mined on a specified basis, adapting as the total mining power 

active on the network increases over time. 
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Blockchain safety is ensured by a number of different protocols, such as proof-of-work and proof-of-stake.  

Proof-of-work is currently the most widely used protocol and includes currencies such as Bitcoin and Ether. 

Proof-of-work functions on the basis of a distributed consensus system dependent on the participation of 

‘miners’ who through their computing work verify the blockchain transactions. 

 

Need for Cryptocurrencies 

 

A blockchain enables market participants to make and verify transactions on a network instantaneously 

without a central authority (i.e., a clearinghouse in the traditional financial system). Proponents believe that 

Blockchain, the backbone technology behind cryptocurrency mining, has the potential to disrupt multiple 

industries and make processes more democratic, secure, transparent, and efficient. 

 

Interbank transactions can potentially take days for clearing and final settlement, especially outside of 

working hours. Blockchain transactions can reduce transaction times to minutes and are processed 24/7. 

Because cryptocurrencies are completely digital, they can be used in ways that ordinary currencies cannot; 

primarily, they are used like the digital equivalent of cash. Unlike credit or debit cards that are issued by 

banks, consumers do not need an account or good credit to use digital currencies. Further, digital currencies 

are becoming increasingly accepted globally by retailers and institutions. 

 

Market for Cryptocurrencies 

 

The market for cryptocurrencies has been growing at a volatile pace. In 2017, the size of the Bitcoin market 

grew from US$17 billion in January 2017 to a peak of over US$100 billion. Volumes have also grown from 

US$92,000,000 in January 2017 to peaks of over US$23 billion in December 2017. 

 

Cryptocurrencies first surfaced in 2009 with the debut of Bitcoin as the world’s first decentralized 

cryptocurrency. The initial exchange rate (recorded on October 5, 2009) for Bitcoin was one Bitcoin equals 

US$0.000764. Due to its first mover advantage, Bitcoin has remained the number one cryptocurrency in 

terms of market capitalization (US$274.7 billion as at December 13, 2017). As of April 16, 2018, the trading 

price of one Bitcoin was US$8,077, while the last trading price of one Bitcoin on December 17, 2018 was 

US$3,518.42. 

 

Cryptocurrencies offer many advantages over traditional, (also known as ‘fiat’) currencies, including: 

 
 Acting as a fraud deterrent, as cryptocurrencies are digital and cannot be counterfeited or reversed 

arbitrarily by sender; 

 Immediate settlement; 

 Mitigate counterparty risk; 

 No trusted intermediary required; 

 Lower fees; 

 Identity theft prevention; 

 Accessible by everyone; 

 Transactions are verified and protected through a confirmation process, which prevents the problem 

of double spending currencies; and 

 Recognized globally and not bound by government imposed exchange rates. 

 
As the demand for cryptocurrencies increases and cryptocurrencies become more widely accepted, there is 

an increasing demand for professional-grade, scalable infrastructure to support growth of the growing 

blockchain ecosystem. 

 

Competition and Market Participants 

 

In the cryptocurrency industry, there exists many online companies that offer cryptocurrency cloud mining 

services, as well as companies, individuals and groups that run their own mining farms. Miners can range 
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from individual enthusiasts to professional mining operations with dedicated data centres, however, the vast 

majority of mining is now undertaken by mining pools. 

 

Miners may organize themselves in mining pools. A mining pool is created when cryptocurrency miners pool 

their processing power over a network and mine transactions together. Rewards are then distributed 

proportionately to each miner based on the work and hash power contributed. Mining pools became popular 

when mining difficulty and block time increased. Mining pools allow miners to pool their resources so they 

can generate blocks quickly and receive rewards on a consistent basis instead of mining alone where rewards 

may not be received for long periods. It is anticipated that the Resulting Issuer will participate in a mining 

pool in order to smooth the receipt of rewards. 

 

Other market participants in the cryptocurrency industry include investors and speculators, retail users 

transacting in cryptocurrencies, and service companies that provide a variety of services including buying, 

selling, payment processing and storing of cryptocurrencies. 

 

The Strathmore Plant as a Cryptocurrency Mining Facility 

 

Optimal cryptocurrency mining relies has three advantages:  

 
(i) miners need to have access to low-cost electricity to run their operations profitably;  

(ii) miners need to have a sufficiently fast internet connection to quickly receive and broadcast 

data with other nodes on the network; and,  

(iii) mining equipment must be kept from overheating to function optimally, which is why 

locations that have low temperature zones offer substantial advantages as cooling costs can 

be kept low.  

 
The Strathmore Plant offers all three benefits: it generates its own electricity at relatively low prices; it has a 

sufficiently fast internet connection; and, it is located outside of Calgary, Alberta which ranks among the 

coldest Canadian cities, on average, during both summer and winter months. 

 

Business Objectives 

 

EarthRenew is building a blockchain and cryptocurrency mining business unit to provide an in-house 

demand for the excess power from the operation of the on-site power generation equipment. To accomplish 

this objective, upon closing of the Transactions, the Resulting Issuer intends to: 

 
 Expand the existing cryptocurrency mining business to include self-contained multi-unit mining 

facilities at the Strathmore Plant with EarthRenew’s own mining equipment. 

 Seek to host third-party cryptocurrency mining units within additional self-contained multi-unit 

mining facilities at the Strathmore Plant on contract. 

 
The above objectives may change at any time depending on market conditions. See “Risk Factors”. 

 

Milestones 

 

To accomplish the Resulting Issuer's stated business objectives, it is anticipated that the Resulting Issuer will 

need to accomplish the following milestones: 

 
 Build Self-Contained Multi-Unit Cryptocurrency Mining Facilities. The Resulting Issuer will 

build and integrate multi-unit cryptocurrency mining facilities capable of integrating directly to 

the existing on-site power infrastructure.  The facilities will house mining units capable of 

mining multiple cryptocurrencies, capturing improvements in the mining units. 
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 Establish Tolling Arrangements for Third-Party Cryptocurrency Mining Units.  Build capacity 

for hosting third-party mining units within facilities similar to those used for internal mining 

equipment.  Such facilities will include monitoring to support tolling arrangements. 

 Consider Expanding On-Site Power Generation Capacity.  Prepare expansion plan for on-site 

power generation to support expansion of internal and third-party cryptocurrency mining 

operations. 

 Refine Monetization Strategy to Account for Cryptocurrency Price Fluctuations.  Continually 

update the monetization strategy to account for fluctuations in various cryptocurrencies relative 

to each other and to the Canadian dollar. 

 
The foregoing milestones may change due to market conditions. Please see “Risk Factors”, above. 

 

Fertilizer Production 

 

Situated adjacent to the Cattleland Feedyards in Strathmore, Alberta; a 25,000-head of cattle feed yard, the 

Strathmore Plant can process raw manure (“Feedstock”) into nutrient-rich organic fertilizer pellets with 

slow-release technology (the “Product”).  Approved for use in organic and conventional agriculture in 

Canada and the United States, the Product carries an industry recognized Organic Materials Review Institute 

certification.  Proven effective by independent third-party research trials conducted by the University of 

Alberta, University of Arizona and Cornell University, the Product narrows the “Yield Gap” between organic 

and inorganic fertilizers making the Product a superior fertilizer for organic growers.  

 

Given the proven effectiveness of the Strathmore Plant and the superior output products, which can be easily 

re-formulated to better condition specific soils and growing conditions, management of the Resulting Issuer 

intends to recommission the Strathmore Plant and commence sales of the Product to SunCountry Organics 

in 2019 once upgrades have been completed, providing the Resulting Issuer with an additional revenue 

stream.   

 

Additionally, the power plant will be used to generate power to the fertilizer plant (approximately 1.5 MWh 

per hour) with the waste heat from the generator being directed to the pellet plant manure dryer, thereby 

reducing operating costs.  The exhaust heat enters the dryer to treat the manure at approximately 600 degrees 

Fahrenheit, providing the dryer with the requisite heat to dry the manure while killing any pathogens 

entrained in the manure. 

    

Production Process 

 

A largely automated process, the complexity of the system is masked by the simplicity of the design.  

Feedstock is first heated at temperatures of up to 1,000 degrees Fahrenheit to stabilize the nutrients and 

eliminate substantially all pathogens in the otherwise raw and untreated Feedstock.  EarthRenew’s 

proprietary treatment processes separate clays, rocks, weeds, grasses and other undesirables before blending 

the remaining portion of the feedstock with any other additives, like biochar, before being pressed into pellets 

to create a spreadable fertilizer that has been proven to generate superior crop yields compared to other 

organic fertilizers on the market today. 

 

Competitive Landscape 

 

EarthRenew has held exploratory discussions with several industry experts to determine the nature, 

complexity and competitiveness of the North American organic fertilizer marketplace.  In preliminary efforts 

researching the global marketplace for organic fertilizers, management has identified target markets in the 

United States as well as in the European Union as having favorable economics, good amounts of feedstock 

supply and attractive political landscapes.  These preliminary efforts suggest to management that expansion 

efforts are feasible. 

 

Retail Plans 
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EarthRenew has signed an off-take agreement with SunCountry Organics pursuant to which SunCountry will 

purchase ninety percent (90%) of the Product produced by the Strathmore Plant, once the Strathmore Plant 

has been recommissioned to produce large-scale quantities of pelletized organic fertilizer.  Further, 

management is in discussions with several industry experts to determine the optimal nutrient formulations 

for the Product and at which price points, and in which markets, fertilizer outputs should be made available 

for purchase.   

 

Site Re-Development 

 

Management believes it is feasible to complete a full-scale re-engineering of the fertilizer production 

operations, complete a comprehensive market study analysis, update and expand product approvals, and 

explore new markets capable of hosting an organic fertilizer plant within the six months following the 

completion of the Transaction.  It will then consider a full budget for the redevelopment of the fertilizer 

operations at the facility. 

 

Intellectual Property 

 

EarthRenew has patented the process for utilizing the waste heat in a patent entitled “Process and System for 

Drying and Heat Treating Materials”.  This patent has applicability to the production of fertilizer using the 

waste heat from the turbine as well as other applications. Going forward, there will be an on-going strategy 

for expanding the portfolio of patents as the Strathmore Plant is upgraded. 

 

   

(c) disclose the total funds available to the Issuer and the following breakdown of those funds: 

 

(i) the estimated consolidated working capital (deficiency) as of the most recent month 

end prior to filing the Listing Statement, and 

 

(ii) the total other funds, and the sources of such funds, available to be used to achieve the 

objectives and milestones set out in paragraphs (a) and (b); and 

 

Upon Completion of the Transaction (including the Private Placement), the Resulting Issuer anticipates that 

the following funds will be available to it for the next twelve month period:  

Description of Funds Amount  

Estimated working capital of Valencia as of November 30, 2018 ($1,008,249) 

Estimated working capital of EarthRenew as of November 30, 2018 ($3,206,161) 

Postponement agreement re: EarthRenew Loans from Related Parties 

which are now long term liabilities 
$2,100,752 

EarthRenew Shares for Debt Conversions $551,500 

Valencia Shares for Debt Conversions $988,220 

Gross Proceeds of the Private Placement  $1,000,000 

Anticipated cryptocurrency mining revenues over the 12 months 

following Closing 
$30,000 
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Anticipated net power revenue over the 12 months following Closing 

(1) 
$633,600 

Total available funds $1,089,662 

 

Note: 
1. Assumes gross power revenue of $70/megawatt and only supplying 4 megawatts to the electricity grid. 

 

   (d) describe in reasonable detail and, if appropriate, using tabular form, each of the principal 

purposes, with approximate amounts, for which the funds available described under the preceding 

paragraph will be used by the Issuer. 

 

The Resulting Issuer will use the funds available to it upon the completion of the Transaction (including the 

Private Placement) to further its business objectives. Specifically, the Resulting Issuer will use the funds 

available to it upon the completion of the Transaction as follows:  

   

 

 

  

 

 

 
 

 

 

 

 

For principal products or services describe:   

 

a) the methods of their distribution and their principal markets; 

 

Electricity generated by the Resulting Issuer can be sold back to the municipal grid or it can be 

sold on-site to power cryptocurrency mining operations.  The Resulting Issuer will be mining 

for its own purposes and may also engage in mine hosting through which it would enter into a 

power purchase agreement and sell the electricity to external parties who could locate their 

mining rigs at the EarthRenew site. 

 

b) as dollar amounts or as percentages, for each of the two most recently completed financial years, 

the revenues for each category of principal products or services that accounted for 15 per cent 

or more of total consolidated revenues for the applicable financial year derived from: 

(i) sales or transfers to joint ventures in which your company is a participant or to entities 

in which your company has an investment accounted for by the equity method,  

(ii) sales to customers, other than those referred to in clause (i), outside the consolidated 

entity,  

(iii) sales or transfers to controlling shareholders; and 

(iv)  sales or transfers to investees. 

 

         Not applicable. 

 

Use of Proceeds Amount 

Costs of the Transaction (including legal fees, audit, and filing fees) $100,000 

       Power Generation  

Re-commencement of Power Operations $180,000 

Strathmore Plant Improvements $40,000 

Strathmore Plant Permitting $25,000 

Future Site Development $40,750 

        General and Unallocated  

General and Administrative Expenses  $603,912 

Unallocated Working Capital $100,000 

TOTAL $1,089,662 
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c) if not fully developed, the stage of development of the principal products or services and, if the 

products are not at the commercial production stage, 

 

(i) the timing and stage of research and development programs, 

 

Electricity generation can commence immediately upon completion of the Transaction. 

 

(ii) the major components of the proposed programs, including an estimate of anticipated 

costs, 

 

Please see the proposed expenditures on the Resulting Issuer’s operations as follows: 

 

(iii) whether the Issuer is conducting its own research and development, is subcontracting 

out the research and development or is using a combination of those methods, and 

 

The Resulting Issuer will use its own internal expertise coupled with hiring outside 

technical consultants as necessary. 

 

(iv) the additional steps required to reach commercial production and an estimate of costs 

and timing. 

   

   Following the re-commencement of EarthRenew’s power generation operation, the Resulting 

Issuer is expected to take steps to restart organic fertilizer production.  However, it is not 

currently proposed that any funds from the Private Placement aside from engineering costs will 

be put toward this, and as such the timing and potential costs are uncertain. 

                                       
(3) Concerning production and sales, disclose: 

 

a) the actual or proposed method of production of products and if the Issuer provides services, the 

actual or proposed method of providing services; 

 

The Resulting Issuer will generate electricity through a turbine operating on manure and other 

organic inputs.  The electricity generated from the turbine will then be sold to generate 

revenue.   This electricity can be sold back to the municipal grid or it can be sold on-site to 

power cryptocurrency mining operations.  The Resulting Issuer will be mining for its own 

purposes and may also engage in mine hosting through which it would enter into a power 

purchase agreement and sell the electricity to external parties who could locate their mining 

rigs at the Strathmore Plant. 

 

b) the payment terms, expiration dates and terms of any renewal options of any material leases or 

mortgages, whether they are in good standing and, if applicable, that the landlord or mortgagee 

is a Related Person of the Issuer; 

 

Not applicable. 

 

c) specialized skill and knowledge requirements and the extent that the skill and knowledge are 

available to the Issuer; 

 

                                                    Power Generation 

                                                   Re-commencement of Power Operations            $180,000 

                                                   Strathmore Plant Improvements                 $40,000 

                                                   Strathmore Plant Permitting           $25,000 

                                                   Future Site Development                $40,750 
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The directors and officers of the Resulting Issuer have extensive experience in the agriculture, 

natural resources, environmental technology and corporate finance sectors, all of which will be 

necessary for the operations of the Resulting Issuer.  

 

d) the sources, pricing and availability of raw materials, component parts or finished products; 

 

As the Strathmore Plant is located on a 25,000 head cattle feedlot, the organic inputs for 

electricity generation are largely located on-site. 

 

e) the importance, duration and effect on the segment of identifiable intangible properties such as 

brand names, circulation lists, copyrights, franchises, licences, patents, software, subscription 

lists and trademarks; 

 

Not applicable at present for electricity generation.  However, for the fertilizer production 

process, EarthRenew has patented the process for utilizing the waste heat in a patent entitled 

“Process and System for Drying and Heat Treating Materials”.  This patent has applicability to 

the production of fertilizer using the waste heat from the turbine as well as other applications. 

Going forward, there will be an on-going strategy for expanding the portfolio of patents as the 

Strathmore Plant is upgraded. 

 

f) the extent to which the business of the segment is cyclical or seasonal; 

 

Not applicable. 

 

g) a description of any aspect of the Issuer's business that may be affected in the 12 months 

following the date of the Listing Statement by renegotiation or termination of contracts or sub-

contracts and the likely effect; 

 

Not applicable. 

 

h) the financial and operational effects of environmental protection requirements on the capital 

expenditures, earnings and competitive position of the Issuer in the current financial year and 

the expected effect, on future years; 

 

The Resulting Issuer’s operations are subject to a number of environmental protection 

requirements and regulatory compliance. New or amended environmental laws and regulations 

may require the Resulting Issuer to curtail or stop operations at the Strathmore Plant, or 

may require expenditures by us to install environmental control equipment or modify 

operations. Failure to comply could subject the Resulting Issuer to fines or penalties.  See 

“Risk Factors- Organic Fertilizer Production- ‘Government Regulation’ and ‘Environmental 

and Regulatory Risk’.  

 

i) the number of employees, as at the most recent financial year end or as an average over that 

year, whichever is more relevant; 

 

EarthRenew had no employees as at the most recent financial year end, other than corporate 

officers operating on a part time basis. 

 

j) any risks associated with foreign operations of the Issuer and any dependence of the segments 

upon the foreign operations; 

 

Not applicable. 
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k) a description of any contract upon which your company's business is substantially dependent, 

such as a contract to sell the major part of your company's products or services or to purchase 

the major part of your company's requirements for goods, services or raw materials, or any 

franchise or licence or other agreement to use a patent, formula, trade secret, process or trade 

name upon which your company's business depends; 

 

EarthRenew has an agreement with FortisAlberta Inc. dated November 29, 2012 with respect 

to the connection of EarthRenew’s power generation facilities with the Alberta electricity grid. 

 

l) a description of any aspect of your company's business that you reasonably expect to be affected 

in the current financial year by renegotiation or termination of contracts or sub-contracts, and 

the likely effect. 

 

Not applicable. 

      

4.2  Asset backed Securities Outstanding  

 

This section is not applicable to the Resulting Issuer.  

 

4.3  Mineral Projects  

 

This section is not applicable to the Resulting Issuer.  

 

4.4  Oil and Gas Operations  

 

This section is not applicable to the Resulting Issuer. 

 

5. Selected Consolidated Financial Information  

 

5.1 Annual Information — Provide the following financial data for the Issuer in summary form for each of the 

last three completed financial years and any period subsequent to the most recent financial year end for 

which financial statements have been prepared, accompanied by a discussion of the factors affecting the 

comparability of the data, including discontinued operations, changes in accounting policies, significant 

acquisitions or significant dispositions and major changes in the direction of the Issuer's business: 

 

(a) net sales or total revenues; 

 

(b) income from continuing operations, in total and on a per share basis and fully diluted per share basis, 

calculated in accordance with the Handbook; 

 

(c) net income or loss, in total and on a per share and fully diluted per share basis, calculated in 

accordance with the Handbook; 

 

(d) total assets; 

 

(e) total long-term financial liabilities as defined in the Handbook; 

 

(f) cash dividends declared per share for each class of share; and 

 

(g) such other information as would enhance an investor’s understanding of the Issuer’s financial 

condition and results of operations and would highlight other trends in financial condition and 

results of operations. 
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The following table sets out selected historical financial information for Valencia for the fiscal years ended 

December 31, 2017, December 31, 2016 and December 31, 2015, and for the interim period ended September 

30, 2018 and should be read in conjunction with the Issuer Pro-Forma Financial Statements attached hereto 

as Exhibit “C”. 

Balance Sheet Data 

Year Ended 

December 31, 2017 

Year Ended 

December 31, 2016 

Year Ended 

December 31, 

2015 

 

Nine month 

Period Ended 

September 30, 

2018 

Total Assets 62,728 94,007 38,454 68,460 

Total Liabilities 766,440 372,513 312,531 1,032,896 

Shareholder’s Equity 

(Deficiency) 

(703,712) (278,506) (274,077) (964,436) 

 
The following table sets forth selected historical financial information for EarthRenew for the fiscal years 

ended December 31, 2017 and December 31, 2016, and the interim period ended September 30, 2018 and 

should be read in conjunction with the Issuer Pro-Forma Financial Statements attached hereto as Exhibit “C”. 

. 

Year Ended  

December 31, 2017 

($) 

Year Ended  

December 31, 2016 

($) 

Nine Months Ended 

September 30, 2018 

($) 

Total Assets 4,934,013 4,336,095 4,297,963 

Total Liabilities 3,092,644 9,095,194 3,147,482 

Total Shareholders’ 

Equity (Deficiency) 

1,841,369 (4,723,112) 1,150,482 

Net loss and 

comprehensive loss 

2,260,792 (572,997) (690,888) 

 
5.2 Quarterly Information — For each of the eight most recently completed quarters ending at the end of the 

most recently completed financial year, provide the information required in paragraphs (a), (b) and (c) of 

Section 5.1. 
 

As the Resulting Issuer was formed as a result of the RTO and, as it has not carried on any active business, 

it does not have historical financial statements presented on a consolidated basis. However, the following 

table provides a brief summary of available pro-forma financial information of the Resulting Issuer as of 

September 30, 2018 and should be read in conjunction with the Issuer Pro-Forma Financial Statements 

attached hereto as Exhibit “C”. 

 As at September 30, 2018 

(unaudited) 

Total Assets $5,266,424 

Total Liabilities  $2,761,131 

Shareholder’s Equity $2,505,293 

 

5.3 Dividends – disclose: 

 

(a) any restriction that could prevent the Issuer from paying dividends; and 

 

(b) the Issuer's dividend policy and, if a decision has been made to change the dividend policy, the 

intended change in dividend policy. 

 

There will be no restrictions in the Resulting Issuer’s articles or elsewhere, other than customary general 

solvency requirements, which would prevent the Resulting Issuer from paying dividends following the 

completion of the Transaction.  
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It is anticipated that all available funds will be invested to finance the growth of the Resulting Issuer’s 

business and accordingly it is not contemplated that any dividends will be paid on the Resulting Issuer’s 

shares in the immediate or foreseeable future. The directors of the Resulting Issuer will determine if, and 

when, dividends will be declared and paid in the future from funds properly applicable to the payment of 

dividends based on the Resulting Issuer’s financial position at the relevant time.  

5.4 Foreign GAAP — An Issuer may present the selected consolidated financial information required in this 

section on the basis of foreign GAAP if: 

 

(a) the Issuer's primary financial statements have been prepared using foreign GAAP; and 

 

(b) if the Issuer is required under applicable securities legislation to have reconciled its financial 

statements to Canadian GAAP at the time of filing its financial statements or the Issuer has 

otherwise done so, a cross reference to the notes to the financial statements containing the 

reconciliation of the financial statements to Canadian GAAP is included. 

 

The financial statements included in this Listing Statements have been, and the future financial statements of 

the Issuer shall be, prepared in accordance with International Financial Reporting Standards.  

6. Management's Discussion and Analysis 

 

Annual MD&A 

 

6.1 Valencia’s annual Management’s Discussion and Analysis for the financial years ended December 31, 2017 

and December 31, 2016 can be found in Exhibit “A” to this Listing Statement.    This Management’s 

Discussion and Analysis should be read in conjunction with the Valencia financial statements and the notes 

thereto for the corresponding time periods. 

 

EarthRenew’s annual Management’s Discussion and Analysis for the financial years ended December 31, 

2017 and December 31, 2016 can be found in Exhibit “B” to this Listing Statement.    This Management’s 

Discussion and Analysis should be read in conjunction with the EarthRenew financial statements and the 

notes thereto for the corresponding time periods. 

 

Interim MD&A 

 

6.2. Valencia’s annual Management’s Discussion and Analysis for the nine months ended September 30, 2018 

can be found in Exhibit “A” to this Listing Statement. This Management’s Discussion and Analysis should 

be read in conjunction with the Valencia financial statements and the notes thereto for this time period. 

 

EarthRenew’s annual Management’s Discussion and Analysis for the nine months ended September 30, 2018 

can be found in Exhibit “B” to this Listing Statement. This Management’s Discussion and Analysis should 

be read in conjunction with the EarthRenew financial statements and the notes thereto for this time period. 

 

7. Market for Securities 

 

7.1 Identify the exchange(s) and quotation and trade reporting system(s) on which the Issuer's securities are 

listed and posted for trading or quoted. 

 

The Issuer’s Common Shares have been listed and posted for trading on the TSXV since April 3, 2012, 

and on NEX since November 14, 2013.  The Common Shares were halted on the TSXV on December 1, 

2017 pending the completion of the Transaction. 

 

The EarthRenew Shares are not posted for trading on any stock exchange. 
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8. Consolidated Capitalization 

 

8.1 Describe any material change in, and the effect of the material change on, the share and loan capital of the 

Issuer, on a consolidated basis, since the date of the comparative financial statements for the Issuer's most 

recently completed financial year contained in the Listing Statement. 

 

The following table sets forth the pro forma share capital of the Resulting Issuer, on a consolidated basis, 

after giving effect to the Transaction: 

Security 

Amount 

Authorized or to be 

Authorized 

Amount Outstanding Prior to 

Giving Effect to the 

Transaction 

Amount Outstanding After Giving 

Effect to the Transaction Assuming 

the Completion of the Private 

Placement 

Common Shares Unlimited 19,819,647  86,363,837(1)(2) 

 

Notes: 

(1) Excluding 1,250,000 Common Shares issuable in connection with the Valencia Options granted under the Option Plan 

(see “Part V – Information Concerning the Resulting Issuer – Options to Purchase Securities”).  

(2) Excluding 4,000,000 Common Shares issuable in connection with the EarthRenew Options. (see “Part V – Information 

Concerning the Resulting Issuer – Options to Purchase Securities”).  

 
9. Options to Purchase Securities 

 
9.1 State, in tabular form, as at a specified date not more than 30 days before the date of the Listing Statement, 

information as to options to purchase securities of the Issuer or a subsidiary of the Issuer that are held by: 

 

(a) all executive officers and past executive officers of the Issuer as a group and all directors and past 

directors of the Issuer who are not also executive officers as a group, indicating the aggregate 

number of executive officers and the aggregate number of directors to whom the information 

applies, without naming them; 

 

(b) all executive officers and past executive officers of all subsidiaries of the Issuer as a group and all 

directors and past directors of those subsidiaries who are not also executive officers of the subsidiary 

as a group, in each case, without naming them and excluding individuals referred to in paragraph 

(a), indicating the aggregate number of executive officers and the aggregate number of directors to 

whom the information applies; 

 

(c) all other employees and past employees of the Issuer as a group, without naming them; 

 

(d) all other employees and past employees of subsidiaries of the Issuer as a group, without naming 

them;  

 

(e) all consultants of the Issuer as a group, without naming them; and 

 

(f)     any other person or company, including the underwriter, naming each person or company. 

The Issuer has adopted the Option Plan, pursuant to which the board of directors of the Issuer may from time to time, 

in its discretion, and in accordance with the Exchange requirements, grant to directors, officers, and technical 

consultants to the Issuer, non-transferable options to purchase Common Shares, provided that the number of Common 

Shares reserved for issuance will not exceed 10% of the issued and outstanding Common Shares exercisable for a 

period of up to ten years from the date the options are granted. The number of Common Shares reserved for issuance 

to any individual director or officer will not exceed five percent (5%) of the issued and outstanding Common Shares 

and the number of Common Shares reserved for issuance to all technical consultants will not exceed two percent (2%) 

of the issued and outstanding Common Shares.  
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Options may be exercised up to 90 days (30 days if the optionee was engaged in investor relations activities) following 

cessation of an optionee’s position with the Issuer, provided that if the cessation of office, directorship, or technical 

consulting arrangement was by reason of death, the option may be exercised within a maximum period of one year 

after such death, subject to the expiry date of such option.  No options have been exercised by the directors and officers 

of the Issuer during the twelve months preceding the date of this Listing Statement.   

The following table sets out the stock options to purchase Common Shares of the Resulting Issuer under the Option 

Plan as of the date of this Listing Statement.  

Groups of Persons who Hold 

Resulting Issuer Stock Options 

Number of 

Optionholders 

Number of 

Stock Options Exercise Price Expiry Date 

All executive officers of the 

Resulting Issuer and past 

executive officers of the 

Issuer or EarthRenew 
 

  $0.14 (250,000) 

$0.25 (890,000) 

August 22, 2022 

(250,000) 

July 18, 2021 

(890,000) 

All directors of the Resulting 

Issuer and past directors of the 

Issuer and EarthRenew who 

are not also executive officers 

of the Resulting Issuer 
 

  $0.14 (500,000) 

$0.25 (1,770,000) 

August 22, 2022 

(500,000) 

July 18, 2021 

(1,770,000) 

All other employees of the 

Resulting Issuer 

 

N/A N/A N/A N/A 

All other consultants of the 

Resulting Issuer 

 

  $0.14 (500,000) 

$0.25 (1,340,000) 

August 22, 2022 

(500,000) 

July 18, 2021 

(1,340,000) 

All other persons 

 

N/A N/A N/A N/A 

Total: 23 5,250,000   

 
Following the closing of the Transaction, the Option Plan as described above will remain in effect. If the Resulting 

Issuer adopts a new stock option plan following the completion of the Transaction, the same will be subject to 

shareholder and Exchange approval. 

10. Description of the Securities 

 
10.1 General - State the description or the designation of each class of equity securities and describe all material 

attributes and characteristics, including: 

 

The Issuer is authorized to issue an unlimited number of Common Shares without par value. As of the date 

of this Listing Statement, 19,819,647 Common Shares are issued and outstanding as fully paid and non-

assessable, and 1,250,000 Common Shares are reserved for issuance upon exercise of the Valencia Stock 

Options as described below.  

The holders of Common Shares are entitled to dividends, if, as and when declared by the board of directors, 

to one vote per Common Share at meetings of the shareholders of the Issuer and, upon dissolution, to share 

equally in such assets of the Issuer as are distributable to the holders of Common Shares. All Common Shares 

to be outstanding after completion of the Transaction will be fully paid and non-assessable, and will not be 

subject to any pre-emptive rights, conversion or exchange rights, redemption, retraction, purchase for 

cancellation or surrender provisions, sinking or purchase fund provisions, provisions permitting or restricting 

the issuance of additional securities or provisions requiring a holder of Common Shares to contribute 

additional capital.  
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10.2 Debt securities - If debt securities are being listed, describe all material attributes and characteristics of the 

indebtedness and the security, if any, for the debt, including: 

 

               Not applicable.  

 

10.4 Other securities - If securities other than equity securities or debt securities are being listed, describe fully 

the material attributes and characteristics of those securities. 

 

 Not applicable. 

 

10.5 Modification of terms: 

 

Not applicable. 

10.6 Other attributes: 

 Not applicable. 

 

   10.7         Prior Sales- State the prices at which securities of the same class as the securities to be listed have been sold 

within the 12 months before the date of the Listing Statement, or are to be sold, by the Issuer or any Related 

Person and the number of securities of the class sold or to be sold at each price. 

 

On November 16, 2017, Valencia completed a non-brokered private placement pursuant to which 1,346,428 

Common Shares were issued at a price of $0.14 per share for aggregate gross proceeds of $188,500.  Aside 

from the foregoing, no Common Shares of the Issuer have been issued in the twelve months preceding the 

date of this Listing Statement.   

In the 12 months preceding the date of this Listing Statement, EarthRenew has issued an aggregate of 

25,000,000 EarthRenew Shares as set forth below: 

Date Issued 

EarthRenew 

Common Shares 

Deemed Issue  

Price per Share 

Aggregate Cash  

Issue Price 

Oct 11, 2017 13,127,000 $0.00 N/A 

Oct 11, 2017 4,000,000 $0.31 $1,249,800 

Dec 7, 2017 7,873,000 $0.30 $2,361,900 

 
In addition, as a condition to Closing, Valencia will complete the Private Placement of of 4,545,454 Common 

Shares at a purchase price of $0.22 per Common Share for aggregate gross proceeds of $1,000,000.  

10.8 Stock Exchange Price: 

 

a) if shares of the same class as the shares to be listed were or are listed on a Canadian stock exchange 

or traded on a Canadian market, provide the price ranges and volume traded on the Canadian stock 

exchange or market on which the greatest volume of trading generally occurs; 

 

b) if shares of the same class as the shares to be listed were or are not listed on a Canadian stock 

exchange or traded on a Canadian market, provide the price ranges and volume traded on the foreign 

stock exchange or market on which the greatest volume of trading generally occurs; and 

 

c) information is to be provided on a monthly basis for each month or, if applicable, part month, of the 

current quarter and the immediately preceding quarter and on a quarterly basis for the next preceding 

seven quarters. 

 

The Issuer’s Common Shares have been listed and posted for trading on the TSXV since April 3, 2012, and 

on NEX since November 14, 2013. The following table sets out trading information for the Common Shares 
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for the periods indicated on a monthly basis. 

Period(1) High Low Volume 

Q3 – 2016 $0.10 $0.065 1,519,946 

Q4 – 2016 $0.145 $0.075 241,377 

Q1 – 2017 $0.135 $0.08 343,253 

Q2 – 2017 $0.18 $0.13 2,201,157 

Q3 – 2017 $0.30 $0.14 208,516 

Q4-2017(2) $0.22 $0.14 1,502,769 

Q1- 2018 N/A N/A N/A 

Q2- 2018 N/A N/A N/A 

Q3- 2018 N/A N/A N/A 

October, 2018 N/A N/A N/A 

November, 2018 N/A N/A N/A 

December, 2018 N/A N/A N/A 
 

Notes: 

(1) References to “Q” and a number reflect the financial quarter that the information is derived from.  

(2) The Common Shares were halted on the TSXV on December 1, 2017 pending the completion of the Transaction. 

 
11. Escrowed Securities 

 
11.1 State as of a specified date within 30 days before the date of the Listing Statement, in substantially the 

following tabular form, the number of securities of each class of securities of the Issuer held, to the 

knowledge of the Issuer, in escrow (which, for the purposes of this Form includes any securities subject to 

a pooling agreement) and the percentage that number represents of the outstanding securities of that class. 

In a note to the table, disclose the name of the depository, if any, and the date of and conditions governing 

the release of the securities from escrow. 

 

 ESCROWED SECURITIES 
 

Designation of class held in escrow 

 

 Number of securities 

 held in escrow 

Percentage of class 

following the 

completion of the 

Transaction 

 

Common Shares 

 

31,243,042 

 

36.17% 

 

 

The Resulting Issuer is classified as an emerging issuer pursuant to NP 46-201, and as such the securities 

listed above will be released from escrow in stages over a 36 month period from the date of Closing of the 

Transaction, with 10% having been initially released and an additional 15% of such escrowed shares to be 

released on the 6, 12, 18, 24, 30 and 36 month anniversaries of the Closing.  The Escrow Agent is acting as 

escrow agent with respect to these escrowed securities. 

 

12. Principal Shareholders  

 

12.1 (1) Provide the following information for each principal shareholder of the Issuer as of a specified date 

not more than 30 days before the date of the  Listing Statement: 

 

(a) Name; 

 

(b) The number or amount of securities owned of the class to be listed; 
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(c) Whether the securities referred to in subsection 12(1)(b) are owned both of record and 

beneficially, of record only, or beneficially only; and 

 

(d) The percentages of each class of securities known by the Issuer to be owned. 

(2) If the Issuer is requalifying following a fundamental change or has proposed an acquisition, 

amalgamation, merger, reorganization or arrangement, indicate, to the extent known, the holding of 

each person of company described in paragraph (1) that will exist after giving effect to the 

transaction. 

 

(3) If, to the knowledge of the Issuer, more than 10 per cent of any class of voting securities of the 

Issuer is held, or is to be held, subject to any voting trust or other similar agreement, disclose, to the 

extent known, the designation of the securities, the number or amount of the securities held or to be 

held subject to the agreement and the duration of the agreement.  State the names and addresses of 

the voting trustees and outline briefly their voting rights and other powers under the agreement. 

 

(4) If, to the knowledge of the Issuer, any principal shareholder is an associate or affiliate of another 

person or company named as a principal shareholder, disclose, to the extent known, the material 

facts of the relationship, including any basis for influence over the Issuer held by the person or 

company other than the holding of voting securities of the Issuer. 

 

(5) In addition to the above, include in a footnote to the table, the required calculation(s) on a fully-

diluted basis. 

 

To the knowledge of management of the Issuer and EarthRenew, the only persons who will beneficially 

own, directly or indirectly, or exercise control or direction over, shares carrying more than 10% of the 

voting rights attaching to all the outstanding Common Shares upon the completion of the Transaction are:  

Name and Municipality of 

Residence 

Number of Common 

Shares Held 

Percentage of Common 

Shares Held Assuming 

Completion of the Private 

Placement(1) 

Percentage of 

Common Shares 

Held on a Fully 

Diluted Basis(2) 

Forbes & Manhattan Inc. 9,740,052 11.28% 10.63% 
 

Notes: 

(1) Calculated on an undiluted basis assuming 86,363,837 Common Shares are issued and outstanding upon completion of 

Transaction, assuming completion of the Private Placement.  

(2) Calculated on a fully diluted basis assuming 91,613,837 Common Shares are issued and outstanding following the 

exercise of the Valencia Options and the EarthRenew Options. 

 
13 Directors and Officers 

 
13.1 List the name and municipality of residence of each director and executive officer of the Issuer and indicate 

their respective positions and offices held with the Issuer and their respective principal occupations within 

the five preceding years. 

 

13.2 State the period or periods during which each director has served as a director and when his or her term of 

office will expire. 

 

13.3 State the number and percentage of securities of each class of voting securities of the Issuer or any of its 

subsidiaries beneficially owned, directly or indirectly, or over which control or direction is exercised by 

all directors and executive officers of the Issuer as a group. 

 
The following table sets out the name, city of residence, position with the Resulting Issuer, and the number 

and percentage of Common Shares which will be beneficially owned or controlled by each of the Resulting 
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Issuer’s directors, officers and promoters following completion of the Transaction.  Such persons were 

appointed to the positions indicated below immediately following the completion of the RTO. All directors 

cease to hold office immediately before the election or appointment of directors at the next annual general 

meeting of the Resulting Issuer. 

Name, Age and  

City of Residence 

Positions and Offices to be 

Held with the Resulting 

Issuer 

Common Shares Beneficially  

Owned or Controlled upon Completion of the 

Transaction(1) 

Number 

Percentage Assuming 

Completion of the 

Private Placement 

Keith Driver(2) 

Age 43 

Calgary, Alberta 

 

President, Chief Executive 

Officer and Director 
 3.000,000 3.5% 

Ryan Ptolemy 

Age 43 

Toronto, Ontario 

 

Chief Financial Officer 1,505,000 1.7% 

Damian Lopez 

Age 35 

Toronto, Ontario 

 

Corporate Secretary Nil Nil 

Catherine Stretch(2) 

Toronto, Ontario 

 

Director 5,388,902 6.2% 

David Argyle(2)  

Belo Horizonte, Brazil 

 

Director 3,888,902 4.5% 

Notes: 

(1) Calculated on an undiluted basis assuming 86,363,837 Common Shares are issued and outstanding upon completion of 

Transaction. Numbers assume none of the individual directors and officers listed subscribe for Common Shares in the 

Private Placement. 

(2) Member of Audit Committee.  

(3) Chairman of the Audit Committee.  

 

For particulars of the occupations of the directors and officers see “Directors and Officers” below. The directors 

and officers of the Resulting Issuer, as a group, will own 13,782,804 Common Shares upon completion of the 

Transaction, being, on an undiluted basis, approximately 17.4% of the issued and outstanding Common Shares 

on completion of the Private Placement.  

13.4 Disclose the board committees of the Issuer and identify the members of each committee. 

 

Initially, the only committee of the Board of Directors of the Resulting Issuer will be the Audit Committee.  

The Audit Committee will consist of Keith Driver, David Argyle, and Catherine Stretch. The mandate of 

the Audit Committee will be to ensure the Resulting Issuer effectively maintains the necessary management 

systems and controls to allow for timely and accurate reporting of financial information to safeguard 

shareholder value, to meet all relevant regulatory requirements and to provide recommendations to the 

board of directors in the areas of management systems and controls.  

13.5 If the principal occupation of a director or officer of the Issuer is acting as an officer of a person or company 

other than the Issuer, disclose the fact and state the principal business of the person or company. 
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The following is a brief description of the directors and officers of the Resulting Issuer:  

Keith Driver – President, CEO and Director 

 

Keith Driver has served in leadership positions in several environmental technology companies over his 

decades long work history.  His unique mix of finance, marketing, technology, engineering and strategic 

management and wealth of experience working with and for new and emerging products and technologies 

across an array of diverse industries in addition to his absolute understanding of the environmental 

engineering arena are why Keith leads EarthRenew.  It is worth noting that much of Keith’s work history 

was directly related to the processing of organic feedstocks and marketing those end-products, such as 

compost and biochar.  Keith holds two degrees in engineering from the University of Guelph and an MBA 

from the University of Calgary where he also serves as a sessional instructor. 

 

Mr. Driver will spend the time necessary in order to complete his duties and responsibilities as an officer 

and director of the Resulting Issuer. Mr. Driver has not entered into a non-competition or non-disclosure 

agreement with the Resulting Issuer and will be an independent contractor to the Resulting Issuer. 

Damian Lopez- Corporate Secretary 

 

Mr. Lopez is a corporate lawyer with extensive mergers and acquisition and corporate finance experience. 

Mr. Lopez is currently a legal consultant to various Toronto Stock Exchange and TSXV listed companies 

in various sectors including mining, financial services, agriculture and technology. Mr. Lopez also acts as 

the Corporate Secretary of various Toronto Stock Exchange and TSXV listed companies.  Mr. Lopez began 

his legal career as a corporate law associate at Stikeman Elliott LLP. Mr. Lopez holds a B.Comm from 

Rotman Commerce, University of Toronto and a J.D. from Osgoode Hall Law School. 

 

Mr. Lopez will spend the time necessary in order to complete his duties and responsibilities as corporate 

secretary of the Resulting Issuer. Mr. Lopez has not entered into a non-competition or non-disclosure 

agreement with the Resulting Issuer and will be independent contractor to the Resulting Issuer. 

Ryan Ptolemy – Chief Financial Officer 

 

Ryan Ptolemy is a CPA, CGA and CFA charter holder who also attained a BA from Western University.  

Ryan serves as CFO to many public and private companies in the resource sector, particularly 

development-stage companies.  Ryan formerly served as CFO for an independent investment dealer in 

Toronto where he was responsible for financial reporting, budgeting and the company’s internal controls. 

 

Mr. Ptolemy will spend the time necessary in order to complete his duties and responsibilities as a director 

of the Resulting Issuer. Mr. Ptolemy has not entered into a non-competition or non-disclosure agreement 

with the Resulting Issuer and will be independent contractor to the Resulting Issuer. 

Catherine Stretch – Director 

 

Catherine Stretch has over 20 years of experience in Canadian capital markets, with a particular emphasis 

on the natural resource and agriculture sectors.  She is currently the Chief Commercial Officer of Aguia 

Resources Limited, an ASX and TSXV dual listed company developing phosphate assets in Brazil and a 

consultant to Brazil Potash Corp., a company developing a major potash deposit in Brazil and Irati Energy 

Corp., a company developing oil shale in Brazil.  Catherine is engaged in a variety of activities for these 

companies including capital raising and structuring, marketing and investor relations, regulatory 

compliance and disclosure, new market development and strategic initiatives.  Previously, Catherine was 

a partner and the Chief Operating Officer of a Canadian investment firm that had $1 billion in assets under 

management and focused on managing Investment Funds.    Catherine currently sits on the Board of 

Emerita Resources, a TSXV listed company developing various mineral assets in Spain; AnalytixInsight, 

a TSXV listed company developing data analytics software with a particular focus on global financial 
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markets; and, UEX Corporation, a TSX listed company engaged in the exploration and development of 

uranium and cobalt.   

 

David Argyle –  Director 

 

Mr. Argyle has more than 30 years of experience in identifying, developing, financing and managing 

fertilizer, mining and energy projects in South America, Asia, Africa and Australia.. David earned an MBA 

from the University of Michigan and holds a Bachelor of Commerce from the University of Western 

Australia.  

 

The Resulting Issuer will enter into consulting or employment agreements with the following individuals 

who have unique skills and educational backgrounds beneficial to the Resulting Issuer’s business: Keith 

Driver (CEO) and Ryan Ptolemy (CFO).    

13.6 Disclose if a director or officer of the Issuer or a shareholder holding a sufficient number of securities of 

the Issuer to affect materially the control of the Issuer, is, or within 10 years before the date of the Listing 

Statement has been, a director or officer of any other Issuer that, while that person was acting in that 

capacity: 

 

(a) was the subject of a cease trade or similar order, or an order that denied the other Issuer access to 

any exemptions under Ontario securities law, for a period of more than 30 consecutive days, state 

the fact and describe the basis on which the order was made and whether the order is still in effect; 

 

(b) was subject to an event that resulted, after the director or executive officer ceased to be a director or 

executive officer, in the company being the subject of a cease trade or similar order or an order that 

denied the relevant company access to any exemption under securities legislation, for a period of 

more than 30 consecutive days, state the fact and describe the basis on which the order was made 

and whether the order is still in effect; 

 

(c) became bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency or was 

subject to or instituted any proceedings, arrangement or compromise with creditors or had a receiver, 

receiver manager or trustee appointed to hold its assets, state the fact; or 

 

(d) within a year of that person ceasing to act in that capacity, became bankrupt, made a proposal under 

any legislation relating to bankruptcy or insolvency or was subject to or instituted any proceedings, 

arrangement or compromise with creditors or had a receiver, receiver manager or trustee appointed 

to hold its assets, state the fact. 

 

Corporate Cease Trade Orders or Bankruptcies  

Except as disclosed below, no director, officer, Insider or Promoter or a shareholder holding a sufficient 

number of securities to affect materially the control of the Resulting Issuer is, or within ten years before the 

date of the Listing Statement, has been, a director, officer, Insider or Promoter of any other issuer that, while 

that person was acting in that capacity, was the subject of a cease trade or similar order, or an order that 

denied such issuer access to any statutory exemptions for a period of more than 30 consecutive days or 

became bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency or was subject 

to or instituted any proceedings, arrangement or compromise with creditors or had a receiver, receiver 

manager or trustee appointed to hold its assets. 

Penalties or Sanctions 

No individual who will be a director, officer or promoter of the Resulting Issuer, or a shareholder holding a 

sufficient number of securities to affect materially control of the Resulting Issuer, has within the ten years 

before the date of this Listing Statement, been subject to any penalties or sanctions imposed by a court or 

securities regulatory authority relating to securities legislation or has entered into a settlement agreement 
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with a securities regulatory authority, or has been subject to any other penalties or sanctions imposed by a 

court or regulatory body, including a self-regulating body, that would be likely to be considered important to 

a reasonable security holder making a decision about the Transaction. 

Individual Bankruptcies 

Other than as set out below, no individual who will be a director, officer or promoter of the Resulting Issuer, 

or a shareholder holding a sufficient number of securities to affect materially the control of the Resulting 

Issuer, is, or, within the ten years before the date of this Listing Statement, has been declared bankrupt or 

made a voluntary assignment in bankruptcy, made a proposal under any legislation relating to bankruptcy or 

insolvency or been subject to or instituted any proceedings, arrangement or compromise with creditors, or 

had a receiver, receiver manager or trustee appointed to hold the assets of that individual. 

13.7 Describe the penalties or sanctions imposed and the grounds on which they were imposed or the terms of 

the settlement agreement and the circumstances that gave rise to the settlement agreement, if a director or 

officer of the Issuer, or a shareholder holding sufficient securities of the Issuer to affect materially the 

control of the Issuer, has: 

 

(a) been subject to any penalties or sanctions imposed by a court relating to Canadian securities 

legislation or by a Canadian securities regulatory authority or has entered into a settlement 

agreement with a Canadian securities regulatory authority; or 

 

(b) been subject to any other penalties or sanctions imposed by a court or regulatory body that would 

be likely to be considered important to a reasonable investor making an investment decision. 

 

13.8 Despite section 13.7, no disclosure is required of a settlement agreement entered into before December 31, 

2000 unless the disclosure would likely be important to a reasonable investor in making an investment 

decision. 

 

13.9 If a director or officer of the Issuer, or a shareholder holding sufficient securities of the Issuer to affect 

materially the control of the Issuer, or a personal holding company of any such persons has, within the 10 

years before the date of the Listing Statement, become bankrupt, made a proposal under any legislation 

relating to bankruptcy or insolvency, or been subject to or instituted any proceedings, arrangement or 

compromise with creditors, or had a receiver, receiver manager or trustee appointed to hold the assets of 

the director or officer, state the fact. 

 

13.10 Disclose particulars of existing or potential material conflicts of interest between the Issuer or a subsidiary 

of the Issuer and a director or officer of the Issuer or a subsidiary of the Issuer. 

 

Conflicts of interest may arise as a result of the directors, officers and promoters of the Resulting Issuer 

also holding positions as directors or officers of other companies. Some of the individuals who will be 

directors and officers of the Resulting Issuer have been and will continue to be engaged in the identification 

and evaluation of assets, businesses and companies on their own behalf and on behalf of other companies, 

and situations may arise where the directors and officers of the Resulting Issuer will be in direct 

competition with the Resulting Issuer. Conflicts, if any, will be subject to the procedures and remedies 

provided under the OBCA. Directors who are in a position of conflict will abstain from voting on any 

matters relating to the conflicting company. 

13.11 Management — In addition to the above provide the following information for each member of 

management: 

 

(a) state the individual's name, age, position and responsibilities with the Issuer and relevant educational 

background; 
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(b) state whether the individual works full time for the Issuer or what proportion of the individual's time 

will be devoted to the Issuer; 

 

(c) state whether the individual is an employee or independent contractor of the Issuer; 

 

(d) state the individual's principal occupations or employment during the five years prior to the date of 

the Listing Statement, disclosing with respect to each organization as of the time such occupation 

or employment was carried on: 

 

(i) its name and principal business, 

 

(ii) if applicable, that the organization was an affiliate of the Issuer, 

 

(iii) positions held by the individual, and 

 

(iv) whether it is still carrying on business, if known to the individual; 

 

(e) describe the individual's experience in the Issuer's industry; and 

 

(f) state whether the individual has entered into a non-competition or non-disclosure agreement with 

the Issuer.   

 

14. Capitalization 

14.1 Prepare and file the following chart for each class of securities to be listed: 

 

 Number of 

Securities 

(non-diluted) 

Number of 

Securities 

(fully-diluted) 

% of Issued 

(non-diluted) 

% of 

Issued  

(fully diluted) 

Public Float 

 

    

Total outstanding (A)  86,363,837 91,613,837   

     

Held by Related Persons or 

employees of the Issuer or Related 

Person of the Issuer, or by persons 

or companies who beneficially 

own or control, directly or 

indirectly, more than a 5% voting 

position in the Issuer (or who 

would beneficially own or control, 

directly or indirectly, more than a 

5% voting position in the Issuer 

upon exercise or conversion of 

other securities held) (B) 

35,965,202 37,105,202 41.64% 40.5% 

 50,398,837 54,508,833 58.36% 59.5% 

Total Public Float (A-B)     

     

 

 

Freely-Tradeable Float 

 

    

Number of outstanding securities 

subject to resale restrictions, 

including restrictions imposed by 

31,243,092 31,243,092 36.18% 34.1% 
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pooling or other arrangements or 

in a shareholder agreement and 

securities held by control block 

holders (C)  

     

Total Tradeable Float (A-C) 55,120,997 60,370,997 63.82% 65.9% 

 
Note: Does not include Common Shares issued pursuant to the Private Placement. 

 
Public Securityholders (Registered) 

 

Instruction: For the purposes of this report, "public securityholders" are persons other than persons 

enumerated in section (B) of the previous chart. List registered holders only. 

 

Common Shares 

 

    

Size of Holding   Number of holders  Total number of securities 

     

1 – 99 securities  134  671 

     

100 – 499 securities  2  605 

     

500 – 999 securities  Nil  Nil 

     

1,000 – 1,999 securities  1  1,526 

     

2,000 – 2,999 securities  Nil  Nil 

     

3,000 – 3,999 securities  Nil  Nil 

     

4,000 – 4,999 securities  Nil  Nil 

     

5,000 or more  securities  107  43,294,121 

     

  244  43,296,923 
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Public Securityholders (Beneficial) 

 

Instruction: Include (i) beneficial holders holding securities in their own name as registered shareholders; 

and (ii) beneficial holders holding securities through an intermediary where the Issuer has been given written 

confirmation of shareholdings. For the purposes of this section, it is sufficient if the intermediary provides a 

breakdown by number of beneficial holders for each line item below; names and holdings of specific 

beneficial holders do not have to be disclosed. If an intermediary or intermediaries will not provide details 

of beneficial holders, give the aggregate position of all such intermediaries in the last line. 

 

Common Shares 

 

    

Size of Holding   Number of holders  Total number of securities 

     

1 – 99 securities  2,636  12,225 

     

100 – 499 securities  84  16,636 

     

500 – 999 securities  30  19,893 

     

1,000 – 1,999 securities  12  15,853 

     

2,000 – 2,999 securities  7  16,937 

     

3,000 – 3,999 securities  3  10,924 

     

4,000 – 4,999 securities  3  13,836 

     

5,000 or more  securities  45  11,099,096 

     

Unable to confirm  N/A  699,288 

 

Non-Public Securityholders (Registered) 

 

Instruction: For the purposes of this report, "non-public securityholders" are persons enumerated in section 

(B) of the issued capital  chart.  

 

Common Shares 

 

    

Size of Holding   Number of holders  Total number of securities 

     

1 – 99 securities  Nil  Nil 

     

100 – 499 securities  Nil  Nil 

     

500 – 999 securities  Nil  Nil 

     

1,000 – 1,999 securities  Nil  Nil 

     

2,000 – 2,999 securities  Nil  Nil 

     

3,000 – 3,999 securities  Nil  Nil 

     



 

00269211-9  
FORM 2A – LISTING STATEMENT 

January 2015 

Page 41 

 
  

4,000 – 4,999 securities  Nil  Nil 

     

5,000 or more  securities  20  25,900,129 

     

  20  25,900,129 

 

14.2 Provide the following details for any securities convertible or exchangeable into any class of listed 

securities 

 

Description of Security (include 

conversion /  exercise terms, 

including conversion / exercise 

price) 

Number of convertible / 

exchangeable securities outstanding 

Number of listed securities issuable 

upon conversion / exercise 

Options to Purchase Common 

Shares exercisable at $0.25 until 

July 18, 2021 

4,000,000 4,000,000 

Options to purchase Common 

Shares exercisable at $0.14 until 

August 22, 2022 

1,250,000 1,250,000 

 

14.3 Provide details of any listed securities reserved for issuance that are not included in section 14.2. 

 
 Not applicable. 

 
15. Executive Compensation 

 
15.1 Attach a Statement of Executive Compensation from Form 51-102F6 or any successor instrument and 

describe any intention to make any material changes to that compensation.  

 

Name 

and 

Principal 

position 

 Year 

Salary 

($)(1) 

Share-

based 

awards 

($) 

Option-

based 

awards 

($) 

Non-equity incentive 

plan compensation 

($) 

Pension 

value 

All other 

compensa

-tion ($) 

Total 

compensa

-tion ($) 

Annual 

incentive 

plans(2) 

Long-

term 

incentive 

plans 

Keith 

Driver 

President 

and CEO 

2018 $240,000 

 

Nil 

 

Nil 

 

Nil 

 

Nil 

 

Nil 

 

Nil 

 

$240,000 

Ryan 

Ptolemy 

Chief 

Financial 

Officer 

2018 $30,000 

 

 

Nil 

 

Nil 

 

Nil 

 

Nil 

 

Nil 

 

Nil 

 

$30,000 

Damian 

Lopez 

Corporate 

Secretary 

2018 $30,000 

 

 

Nil 

 

Nil 

 

Nil 

 

Nil 

 

Nil 

 

Nil 

 

$30,000 

Note: 

(1) The salaries listed above are on a per annum basis.  For 2018, such salaries will be paid on a pro rata basis following the 

completion of the Transaction. 
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16. Indebtedness of Directors and Executive Officers 

 

16.1 Aggregate Indebtedness 

 

No director, executive officer or senior officer of the Resulting Issuer or any associate of any of them, was 

indebted to the Issuer or EarthRenew as at the financial year ended December 31, 2017, or is currently 

indebted to the Resulting Issuer as of the date of this Listing Statement. 

 16.2 Indebtedness of Directors and Executive Officers under (1) Securities Purchase and (2) Other Programs 

 

No directors or executive officers, or any associates of such persons, or proposed nominee are indebted to 

the Resulting Issuer and no indebtedness of such persons is the subject of a guarantee, support agreement, 

letter of credit or other similar arrangement provided by the Resulting Issuer. 

17.  Risk Factors 

17.1 Disclose risk factors relating to the Issuer and its business, such as cash flow and liquidity problems, if 

any, experience of management, the general risks inherent in the business carried on by the Issuer, 

environmental and health risks, reliance on key personnel, regulatory constraints, economic or political 

conditions and financial history and any other matter that would be likely to influence an investor’s 

decision to purchase securities of the Issuer. 

 

The following are certain factors relating to the business of the Resulting Issuer assuming completion 

of the Transaction, which factors investors should carefully consider when making an investment 

decision concerning the securities of the Resulting Issuer. 

These risks and uncertainties are not the only ones facing the Resulting Issuer. Additional risks and 

uncertainties not presently known to the Issuer, or that the Issuer currently deems immaterial, may 

also impair the operations of the Resulting Issuer. If any such risks actually occur, the financial 

condition, liquidity and results of operations of the Resulting Issuer could be materially adversely 

affected and the ability of the Resulting Issuer to implement its plans could be adversely affected. 

An investment in the Resulting Issuer is speculative and subject to certain material risks. Investors 

should not invest in securities of the Resulting Issuer unless they can afford to lose their entire 

investment. The following is a description of certain risks and uncertainties that may affect the 

business of the Resulting Issuer.  

Cryptocurrency Mining 

Cybersecurity Threats and Hacks 

 

As with any other computer code, flaws in cryptocurrency codes have been exposed by certain malicious 

actors. Several errors and defects have been found, including those that disabled some functionality for 

users and exposed users’ information. Discovery of flaws in or exploitations of the source code that allow 

malicious actors to take or create money can occur. 

 

For example, Mt. Gox, a Bitcoin exchange based in  Japan, suspended trading in February 2014 and 

subsequently filed for bankruptcy protection from creditors after approximately 850,000 Bitcoins 

belonging to customers and the company were missing, an amount valued at more than US$450 million at 

the time.  More recently Coincheck, another Japanese cryptocurrency exchange, had approximately 

US$530 million in cryptocurrencies stolen from this platform in January 2018. 

 

 

 

https://en.wikipedia.org/wiki/Bitcoin_exchange
https://en.wikipedia.org/wiki/Bankruptcy_protection
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Regulatory Changes  

 

As cryptocurrencies have grown in both popularity and market size, governments around the world have 

reacted differently to cryptocurrencies with certain governments deeming them illegal while others have 

allowed their use and trade. On-going and future regulatory actions may alter, perhaps to a materially 

adverse extent, the ability of the Resulting Issuer to continue to operate. The effect of any future regulatory 

change on the Resulting Issuer or any cryptocurrency that the Resulting Issuer may mine is impossible to 

predict, but such change could be substantial and adverse to the Resulting Issuer. 

 

Governments may, in the future, restrict or prohibit the acquisition, use or redemption of cryptocurrencies. 

Ownership of, holding or trading in cryptocurrencies may then be considered illegal and subject to 

sanction. Governments may also take regulatory action that may increase the cost and/or subject 

cryptocurrency mining companies to additional regulation. On August 24, 2017, the Canadian Securities 

Administrators published CSA Staff Notice 46-307 –Cryptocurrency Offerings, providing guidance on 

whether initial coin offerings, pursuant to which tokens are offered to investors, are subject to Canadian 

securities laws. 

 

Governments may in the future take regulatory actions that prohibit or severely restrict the right to acquire, 

own, hold, sell, use or trade cryptocurrencies or to exchange cryptocurrencies for fiat currency. By 

extension, similar actions by other governments may result in the restriction of the acquisition, ownership, 

holding, selling, use or trading in the Common Shares. Such a restriction could result in the Resulting 

Issuer liquidating its cryptocurrency inventory at unfavorable prices and may adversely affect the Resulting 

Issuer’s shareholders. 

 

Fluctuations in the Market Price of Bitcoins and Other Cryptocurrencies 

 

The value of the Common Shares relates partially to the value of the cryptocurrencies held directly or 

indirectly by the Resulting Issuer, and fluctuations in the price of Bitcoins and other cryptocurrencies could 

materially and adversely affect an investment in the Common Shares. Several factors may affect the price 

of cryptocurrencies, including: the total number of cryptocurrencies in existence; global cryptocurrency 

demand; global cryptocurrency supply; investors’ expectations with respect to the rate of inflation of fiat 

currencies; investors’ expectations with respect to the rate of deflation of cryptocurrencies; interest rates; 

currency exchange rates, including the rates at which cryptocurrencies may be exchanged for fiat 

currencies; fiat currency withdrawal and deposit policies of cryptocurrency exchanges and liquidity of such 

cryptocurrency exchanges; interruptions in service from or failures of major cryptocurrency exchanges; 

Cyber theft of cryptocurrencies from online wallet providers, or news of such theft from such providers or 

from individuals’ wallets; investment and trading activities of large investors; monetary policies of 

governments, trade restrictions, currency devaluations and revaluations; regulatory measures, if any, that 

restrict the use of cryptocurrencies as a form of payment or the purchase of cryptocurrencies; the 

availability and popularity of businesses that provide cryptocurrency and blockchain-related services; the 

maintenance and development of the open-source software protocol of the Bitcoin Network; increased 

competition from other forms of cryptocurrency or payments services; global or regional political, 

economic or financial events and situations; expectations among cryptocurrency economy participants that 

the value of cryptocurrencies will soon change; and fees associated with processing a cryptocurrency 

transaction. 

 

Bitcoin and other cryptocurrencies have historically experienced significant intraday and long-term price 

volatility. If cryptocurrency markets continue to be subject to sharp fluctuations, shareholders may 

experience losses if they need to sell their Common Shares at a time when the price of cryptocurrencies is 

lower than it was when they purchased their Common Shares. In addition, investors should be aware that 

there is no assurance that cryptocurrencies will maintain their long term value in terms of future purchasing 

power or that the acceptance of cryptocurrency payments by mainstream retail merchants and commercial 

businesses will continue to grow.  
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Value of Cryptocurrencies may be Subject to Momentum Pricing Risk 

 

Momentum pricing typically is associated with growth stocks and other assets whose valuation, as 

determined by the investing public, accounts for anticipated future appreciation in value. Cryptocurrency 

market prices are determined primarily using data from various exchanges, over-the-counter markets, and 

derivative platforms. Momentum pricing may have resulted, and may continue to result, in speculation 

regarding future appreciation in the value of cryptocurrencies, inflating and making their market prices 

more volatile. As a result, they may be more likely to fluctuate in value due to changing investor confidence 

in future appreciation (or depreciation) in their market prices, which could adversely affect the value of the 

Resulting Issuer’s cryptocurrency inventory and thereby affect the Resulting Issuer’s shareholders. 

 

Emerging Industry 

 

Cryptocurrency and Blockchain technology is a new but rapidly growing business area. Although it is 

predicted that cryptocurrency will become an accepted means of digital payment, it cannot be assured that 

this will occur. Currently, Blockchain software is dependent on the widespread acceptance of 

cryptocurrency as a means of payment within the digital economy. For a number of reasons as further 

outlined in this summary of risk factors, including the lack of recognized security technologies, inefficient 

processing of payment transactions, limited user-friendliness, inconsistent quality, lack of availability of 

cost-efficient high-speed services and lack of clear universally applicable regulation, such cryptocurrency 

activities may prove in the long run to be an unprofitable means for businesses. In particular, the factors 

affecting the further development of the cryptocurrency industry include: (a) the worldwide adoption and 

usage of cryptocurrencies; (b) regulations by governments and other organizations regarding the use and 

operation of and access to cryptocurrencies; (c) changes in consumer demographics and public behavior, 

tastes and preferences; (d) redirection and liberalization of fiat currencies as well as the development of 

other forms of publicly acceptable means of buying and selling goods and services; and (e) general 

economic conditions and the regulatory environment relating to cryptocurrencies. 

 

Cryptocurrency Exchanges and other Trading Venues are Relatively New  

 

To the extent that cryptocurrency exchanges or other trading venues are involved in fraud or experience 

security failures or other operational issues, this could result in a reduction in cryptocurrency prices. 

Cryptocurrency market prices depend, directly or indirectly, on the prices set on exchanges and other 

trading venues, which are new and, in most cases, largely unregulated as compared to established, regulated 

exchanges for securities, derivatives and other currencies. For example, during the past three years, a 

number of Bitcoin exchanges have been closed due to fraud, business failure or security breaches. In many 

of these instances, the customers of the closed Bitcoin exchanges were not compensated or made whole 

for the partial or complete losses of their account balances in such Bitcoin exchanges. While smaller 

exchanges are less likely to have the infrastructure and capitalization that provide larger exchanges with 

additional stability, larger exchanges may be more likely to be appealing targets for hackers and “malware” 

(i.e., software used or programmed by attackers to disrupt computer operation, gather sensitive information 

or gain access to private computer systems) and may be more likely to be targets of regulatory enforcement 

action. 

 

Banks May Cut off Banking Services to Businesses that Provide Cryptocurrency-related Services  

 

A number of companies that provide cryptocurrency-related services have been unable to find banks that 

are willing to provide them with bank accounts and banking services. Similarly, a number of such 

companies have had their existing bank accounts closed by their banks. Banks may refuse to provide bank 

accounts and other banking services to cryptocurrency related companies or companies that accept 

cryptocurrencies for a number of reasons, such as perceived compliance risks or costs. The difficulty that 

many businesses that provide cryptocurrency-related services have and may continue to have in finding 

banks willing to provide them with bank accounts and other banking services may be currently decreasing 

the usefulness of cryptocurrencies as a payment system and harming public perception of cryptocurrencies 

or could decrease its usefulness and harm its public perception in the future. Similarly, the usefulness of 
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cryptocurrencies as a payment system and the public perception of cryptocurrencies could be damaged if 

banks were to close the accounts of many or of a few key businesses providing cryptocurrency-related 

services. This could decrease the market prices of cryptocurrencies and adversely affect the value of the 

Resulting Issuer’s cryptocurrency inventory. 

 

Impact of Geopolitical Events  

 

Crises may motivate large-scale purchases of cryptocurrencies which could increase the price of 

cryptocurrencies rapidly. This may increase the likelihood of a subsequent price decrease as crisis-driven 

purchasing behavior wanes, adversely affecting the value of the Resulting Issuer’s cryptocurrency 

inventory. The possibility of large-scale purchases of cryptocurrencies in times of crisis may have a short-

term positive impact on the prices of same. Future geopolitical crises may erode investors’ confidence in 

the stability of cryptocurrencies and may impair their price performance which would, in turn, adversely 

affect the Resulting Issuer’s cryptocurrency inventory. 

 

As an alternative to fiat currencies that are backed by central governments, cryptocurrencies are subject to 

supply and demand forces based upon the desirability of an alternative, decentralized means of buying and 

selling goods and services, and it is unclear how such supply and demand will be impacted by geopolitical 

events. Nevertheless, political or economic crises may motivate large-scale acquisitions or sales of 

cryptocurrencies either globally or locally. Large-scale sales of cryptocurrencies would result in a reduction 

in their market prices and adversely affect the Resulting Issuer’s operations and profitability. 

 

Further Development and Acceptance of the Cryptographic and Algorithmic Protocols 

 

The use of cryptocurrencies to, among other things, buy and sell goods and services and complete other 

transactions, is part of a new and rapidly evolving industry that employs digital assets based upon a 

computer-generated mathematical and/or cryptographic protocol. The growth of this industry in general, 

and the use of cryptocurrencies in particular, is subject to a high degree of uncertainty, and the slowing or 

stopping of the development or acceptance of developing protocols may adversely affect the Resulting 

Issuer’s operations. The factors affecting the further development of the industry, include, but are not 

limited to the following 

 

 continued worldwide growth in the adoption and use of cryptocurrencies; 

 governmental and quasi-governmental regulation of cryptocurrencies and their use, or restrictions on 

or regulation of access to and operation of the Bitcoin Network or similar cryptocurrency systems; 

 changes in consumer demographics and public tastes and preferences; 

 the maintenance and development of the open-source software protocol of the network; 

 the availability and popularity of other forms or methods of buying and selling goods and services, 

including new means of using fiat currencies; 

 general economic conditions and the regulatory environment relating to digital assets; and 

 negative consumer sentiment and perception of cryptocurrencies. 

Acceptance of Cryptocurrency is Uncertain 

 

Currently, there is relatively small use of cryptocurrencies in the retail and commercial marketplace in 

comparison to relatively large use by speculators, thus contributing to price volatility that could adversely 

affect the Resulting Issuer’s operations, investment strategies, and profitability. 
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As relatively new products and technologies, cryptocurrencies have not been widely adopted as a means 

of payment for goods and services by major retail and commercial outlets. Conversely, a significant portion 

of cryptocurrency demand is understood to be generated by speculators and investors seeking to profit 

from the short-term or long-term holding of cryptocurrencies. The relative lack of acceptance of 

cryptocurrencies in the retail and commercial marketplace limits the ability of end-users to use them to pay 

for goods and services. A lack of expansion by cryptocurrencies into retail and commercial markets, or a 

contraction of such use, may result in increased volatility or a reduction in their market prices, either of 

which could adversely impact the Resulting Issuer’s operations, investment strategies, and profitability. 

 

Risk of Loss, Theft or Destruction of Cryptocurrencies 

 

There is a risk that some or all of the Resulting Issuer’s cryptocurrencies could be lost, stolen or destroyed. 

If the Resulting Issuer’s cryptocurrencies are lost, stolen or destroyed under circumstances rendering a 

party liable to the Resulting Issuer, the responsible party may not have the financial resources sufficient to 

satisfy the Resulting Issuer’s claim.  

 

Irrevocability of Transactions 

 

Bitcoin and most other cryptocurrency transactions are irrevocable and stolen or incorrectly transferred 

cryptocurrencies may be irretrievable. Such transactions are not reversible without the consent and active 

participation of the recipient of the transaction. Once a transaction has been verified and recorded in a 

block that is added to the Blockchain, an incorrect transfer of cryptocurrencies or a theft of cryptocurrencies 

generally will not be reversible and the Resulting Issuer may not be capable of seeking compensation for 

any such transfer or theft. To the extent that the Resulting Issuer is unable to seek a corrective transaction 

with the third party or is incapable of identifying the third party that has received the Resulting Issuer’s 

cryptocurrencies through error or theft, the Resulting Issuer will be unable to revert or otherwise recover 

incorrectly transferred cryptocurrencies. The Resulting Issuer will also be unable to convert or recover 

cryptocurrencies transferred to uncontrolled accounts. 

 

Further Development and Acceptance of the Bitcoin Network 

 

The further development and acceptance of the Bitcoin Network and other cryptographic and algorithmic 

protocols governing the issuance of transactions in Bitcoins and other digital currencies are subject to a 

variety of factors that are difficult to evaluate. The slowing or stopping of the development or acceptance 

of the Bitcoin Network may adversely affect the value of Bitcoin. 

 

The growth of this industry in general, and the Bitcoin Network in particular, is subject to a high degree of 

uncertainty. The factors affecting the further development of this industry, include, but are not limited to 

the following: 

 

 continued worldwide growth in the adoption and use of Bitcoins and other digital currencies; 

 government and quasi-government regulation of Bitcoins and other digital assets and their use,or 

restrictions on, or regulation of, access to and operation of the Bitcoin Network or similar digital asset 

systems; 

 changes in consumer demographics and public tastes and preferences; 

 the maintenance and development of the open-source software protocol of the Bitcoin Network or 

similar digital asset systems; 

 the availability and popularity of other forms or methods of buying and selling goods and services, 

including new means of using fiat currencies; 
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 general economic conditions and the regulatory environment relating to digital assets; and 

 negative consumer perception of Bitcoins specifically and cryptocurrencies generally. 

Potential Failure to Maintain the Bitcoin Network 

 

The Bitcoin Network operates based on an open-source protocol maintained by the core developers of the 

Bitcoin Network and other contributors, largely on the GitHub resource section dedicated to Bitcoin 

development. As the Bitcoin Network protocol is not sold and its use does not generate revenues for its 

development team, the core developers are generally not compensated for maintaining and updating the 

Bitcoin Network protocol. Consequently, there is a lack of financial incentive for developers to maintain 

or develop the Bitcoin Network and the core developers may lack the resources to adequately address 

emerging issues with the Bitcoin Network protocol. Although the Bitcoin Network is currently supported 

by the core developers, there can be no guarantee that such support will continue or be sufficient in the 

future. To the extent that material issues arise with the Bitcoin Network protocol and the core developers 

and open-source contributors are unable to address the issues adequately or in a timely manner, the Bitcoin 

Network and an investment in the Common Shares may be adversely affected. 

 

Potential Manipulation of Blockchain 

 

If a malicious actor or botnet (a volunteer or hacked collection of computers controlled by networked 

software coordinating the actions of the computers) obtains control of more than 50% of the processing 

power dedicated to mining on the Bitcoin Network, it may be able to alter or manipulate the Blockchain 

on which the Bitcoin Network and most Bitcoin transactions rely by constructing fraudulent blocks or 

preventing certain transactions from completing in a timely manner, or at all. The malicious actor or botnet 

could control, exclude or modify the ordering of transactions, though it could not generate new Bitcoins or 

transactions using such control. The malicious actor could “double-spend” its own Bitcoins (i.e., spend the 

same Bitcoins in more than one transaction) and prevent the confirmation of other users’ transactions for 

so long as it maintained control. To the extent that such malicious actor or botnet did not yield its control 

of the processing power on the Bitcoin Network or the Bitcoin community did not reject the fraudulent 

blocks as malicious, reversing any changes made to the Blockchain may not be possible. To the extent that 

the Bitcoin ecosystem, including the core developers and the administrators of mining pools, do not act to 

ensure greater decentralization of Bitcoin mining processing power, the feasibility of a malicious actor 

obtaining control of the processing power on the Bitcoin Network will increase. 

 

Risk of Security Breaches 

 

Security breaches, computer malware and computer hacking attacks have been a prevalent concern in the 

Bitcoin and other cryptocurrency exchange market since the launch of the Bitcoin Network. Any security 

breach caused by hacking, which involves efforts to gain unauthorized access to information or systems, 

or to cause intentional malfunctions or loss or corruption of data, software, hardware or other computer 

equipment, and the inadvertent transmission of computer viruses, could harm the Resulting Issuer’s 

business operations or result in loss of the Resulting Issuer’s assets. Any breach of the Resulting Issuer’s 

infrastructure could result in damage to the Resulting Issuer’s reputation and reduce demand for the 

Common Shares, resulting in a reduction in the price of the Common Shares. Furthermore, the Resulting 

Issuer believes that if its assets grow, it may become a more appealing target for security threats, such as 

hackers and malware. 

 

Any security procedures implemented cannot guarantee the prevention of any loss due to a security breach, 

software defect or act of God that may be borne by the Resulting Issuer. The security procedures and 

operational infrastructure of the Resulting Issuer may be breached due to the actions of outside parties, 

error or malfeasance of an employee of the Resulting Issuer or otherwise, and, as a result, an unauthorized 

party may obtain access to the Resulting Issuer’s Bitcoin account, private keys, data or cryptocurrencies. 

Additionally, outside parties may attempt to fraudulently induce employees of the Resulting Issuer to 

disclose sensitive information in order to gain access to the Resulting Issuer’s infrastructure. As the 
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techniques used to obtain unauthorized access, disable or degrade service, or sabotage systems change 

frequently, or may be designed to remain dormant until a predetermined event, and often are not recognized 

until launched against a target, the Resulting Issuer may be unable to anticipate these techniques or 

implement adequate preventative measures. If an actual or perceived breach of one of the Resulting Issuer’s 

accounts occurs, the market perception of the effectiveness of the Resulting Issuer could be harmed. 

 

Response to Changing Security Needs 

 

As technological change occurs, the security threats to the Resulting Issuer’s cryptocurrencies will likely 

adapt and previously unknown threats may emerge. The Resulting Issuer’s ability to adopt technology in 

response to changing security needs or trends may pose a challenge to the safekeeping of the Resulting 

Issuer’s cryptocurrencies. To the extent that the Resulting Issuer is unable to identify and mitigate or stop 

new security threats, the Resulting Issuer’s cryptocurrencies may be subject to theft, loss, destruction or 

other attack. 

 

Market Adoption 

 

Currently, there are relatively minor uses of cryptocurrencies in the retail and commercial marketplace in 

comparison to relatively large positions held by speculators, thus contributing to price volatility that could 

adversely affect an investment in the Common Shares. Cryptocurrencies have only recently become 

accepted as a means of payment for goods and services by certain major retail and commercial outlets, and 

use of cryptocurrencies by consumers to pay such retail and commercial outlets remains limited. 

Conversely, a significant portion of cryptocurrencies demand is generated by speculators and investors 

seeking to profit from the short- or long-term holding of cryptocurrencies. A lack of expansion by 

cryptocurrencies into the retail and commercial markets, or a contraction of such use, may result in 

increased volatility or a reduction in the market price of cryptocurrencies. Further, if fees increase for 

recording transactions in the applicable Blockchain, demand for cryptocurrencies may be reduced and 

prevent the expansion of the network to retail merchants and commercial businesses, resulting in a 

reduction in the price of cryptocurrencies. 

 

Miners may Cease Operations 

 

If the award of Bitcoins or other cryptocurrencies for solving blocks and transaction fees for recording 

transactions are not sufficiently high to incentivize miners, miners may cease expending processing power 

to solve blocks and confirmations of transactions on the Bitcoin Blockchain or other networks could be 

slowed. A reduction in the processing power expended by miners on the applicable blockchain network 

could increase the likelihood of a malicious actor or botnet obtaining control. 

 

Risks Related to Insurance 

 

The Resulting Issuer intends to insure its operations in accordance with technology industry practice. 

However, given the novelty of cryptocurrency mining and associated businesses, such insurance may not 

be available, may be uneconomical for the Resulting Issuer, or the nature or level may be insufficient to 

provide adequate insurance cover. The occurrence of an event that is not covered or fully covered by 

insurance could have a material adverse effect on the Resulting Issuer. 

 

Cyber Security Risk 

 

Cyber incidents can result from deliberate attacks or unintentional events, and may arise from internal 

sources (e.g., employees, contractors, service providers, suppliers and operational risks) or external sources 

(e.g., nation states, terrorists, hacktivists, competitors and acts of nature). Cyber incidents include, but are 

not limited to, unauthorized access to information systems and data (e.g., through hacking or malicious 

software) for purposes of misappropriating or corrupting data or causing operational disruption. Cyber 

incidents also may be caused in a manner that does not require unauthorized access, such as causing denial-

of-service attacks on websites (e.g., efforts to make network services unavailable to intended users). 
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A cyber incident that affects the Resulting Issuer or its service providers might cause disruptions and  

adversely affect their respective business operations and might also result in violations of applicable law 

(e.g., personal information protection laws), each of which might result in potentially significant financial 

losses and liabilities, regulatory fines and penalties, reputational harm, and reimbursement and other 

compensation costs. In addition, substantial costs might be incurred to investigate, remediate and prevent 

cyber incidents. 

Electricity Generation 

 

Changes in the Price of Electricity 
 

A portion of the Resulting Issuer’s revenues will be tied, either directly or indirectly, to the market price 

for electricity. Market electricity prices are impacted by a number of factors including: the strength of the 

economy, the available transmission capacity, the price of fuel that is used to generate electricity (and, 

accordingly, certain of the factors that affect the price of fuel described below); the management of 

generation and the amount of excess generating capacity relative to load in a particular market; the cost of 

controlling emissions of pollution, including the cost of carbon; the structure of the particular market; and 

weather conditions that affect the electrical load. As a result, EarthRenew cannot accurately predict future 

electricity prices and electricity price volatility could have a material adverse effect on the Resulting Issuer.  

 

Regulatory Risk 

 

The regulatory framework under which power generation is governed is impacted by significant shifts in 

government policy and changes in government, which creates uncertainty about public policy priorities 

and directions, particularly around electricity and environmental issues. The regulations that govern the 

competitive wholesale and retail electricity markets in Alberta continue to evolve and the extent to which 

the government of Alberta may participate in, and make adjustments to, the regulations cannot be foreseen.  

Third Party Transmission Systems 

The Strathmore Plant relies on a regional transmission system and related facilities that are owned and 

operated by third parties and have both regulatory and physical constraints that could impede the Resulting 

Issuer’s access to electricity markets. EarthRenew’s power generation facilities depend on electric 

transmission systems and related facilities owned and operated by third parties to deliver the electricity 

that is generated to delivery points where ownership changes. These grids operate with both regulatory and 

physical constraints which in certain circumstances may impede access to electricity markets. There may 

be instances in system emergencies in which power generation facilities are physically disconnected from 

the power grid, or production curtailed, for short periods of time.  In addition, the Resulting Issuer’s power 

generation facilities in the future may not be able to secure access to this interconnection or transmission 

capacity at reasonable prices, in a timely fashion or at all, which could then cause delays and additional 

costs in attempting to negotiate or renegotiate applicable power purchase agreements. Any such increased 

costs and delays could delay the commercial operation dates of any new projects and negatively affect the 

Resulting Issuer’s revenues and financial condition. 

Organic Fertilizer Production 

Limited Operating History 

EarthRenew commenced commercial production at its Strathmore Plant in April 2008 and ceased fertilizer 

production shortly thereafter. Future growth plans involve expansion in the United States or Europe where 

EarthRenew has not developed a plant or produced fertilizer. Accordingly, the Resulting Issuer will have 

a relatively limited operating history from which an investor can evaluate its business and prospects. 

EarthRenew has generated net losses and negative cash flow from operations since the commencement of 

operations and the Resulting Issuer is expected to incur net losses and negative cash flow from 
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operations for a significant period of time following Closing as it expands its operations, re-launches 

organic fertilizer productions and applies for regulatory permits and approvals. 

Unproven Products and Unproven Markets 

EarthRenew’s fertilizer products are relatively new and are unproven in the marketplace. There are no 

assurances that the Resulting Issuer’s products will receive the broad market acceptance required for 

commercialization. Actual or perceived problems with quality control, performance or cost effectiveness 

of our products, including in relation to competition or alternative products, may lead to a lack of 

confidence and harm the Resulting Issuer’s ability to successfully commercialize its products. 

The market for EarthRenew’s products is undeveloped and development of such markets will require 

significant marketing efforts, working capital and increased sales and marketing staff. This may present 

difficulties due to limited resources as the price at which the Resulting Issuer may sell its products in 

commercial quantities has not yet been fully determined. The Resulting Issuer may be required to modify 

its growth strategy as a result of actual or anticipated competition, customer response, lack of 

resources, regulatory requirements or other reasons. Operating results and the price at which the Resulting 

Issuer will be able to sell its products and services will be highly dependent on the existence of a market 

for such products and overall farm receipts. 

Success in marketing and selling products will depend upon multiple factors, including: 

• the effectiveness of the products; 

• the ability of the Resulting Issuer to locate additional hosts and add sufficient manufacturing capacity 

at an acceptable cost and in compliance with regulatory requirements; 

• the ability to generate commercial sales of products; 

• acceptance of products and services by target markets; 

• inherent development risks, such as fertilizer products not having the anticipated effectiveness; 

• preclusion or obsolescence resulting from a third party developing superior or equivalent products; 

• the ability to develop repeatable processes to manufacture our products in sufficient quantities; and 

• general economic conditions. 

If any of these factors cannot be overcome, the Resulting Issuer may not be able to introduce products to 

target markets in a timely or cost-effective manner, which could adversely affect future growth and results 

of operations. 

There can be no assurance that illustrative or indicative use information in respect of products contained in 

this Listing Statement will reflect actual use of EarthRenew’s products by growers. In adopting 

EarthRenew’s products, growers will adopt and use product in accordance with their own circumstances 

and desires, and may in particular stage the adoption of product over time, or blend or use our fertilizer 

with other fertilizers, which may affect the demand for products. 

Operating results and the price at which the Resulting Issuer can sell products will be dependent on 

demand for products. Demand for products will be affected by a number of factors including weather 

conditions, commodity prices, and government policies. It is likely that the price at which the Resulting Issuer 

sells its products will fluctuate if there are significant changes in the price and availability of other fertilizer 

products. 

EarthRenew’s technology has not yet been commercialized outside of the Strathmore Plant or in other 

industries. There can be no assurance that the Resulting Issuer will be able to commercialize this 

technology or that the Resulting Issuer will be able to enter into licensing, joint ventures or other 

arrangements to develop other applications for this technology at other locations. 
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Product Price and Margin 

Operating results are and will be dependent upon product prices and margins, which are in turn dependent 

on demand for crop inputs. Demand for crop inputs can be affected by a number of factors including 

weather conditions, outlook for crop nutrient prices and farmer economics, governmental policies, access 

of our customers to credit, and build-up of inventories in distribution channels. See “Risk Factors -

Organic Fertilizer Production - Unproven Products and Unproven Markets”. 

Product price and margins are also significantly influenced by competitor actions that change overall 

industry production capacity, such as decisions to build or close production plants, changes in 

utilization rates and pricing decisions. 

Competition 

The fertilizer manufacturing and electricity generation industries in which we operate are highly 

competitive. Although EarthRenew does not produce the same products as traditional fertilizer producers, 

management of the Resulting Issuer anticipates that future sales, pricing and margins will be affected by 

the price and availability of traditional soil products such as nitrogen-based fertilizers, the price of which is 

highly dependent on inputs such as natural gas. If the price and availability of traditional fertilizer products 

is attractive, future sales, pricing and margins may suffer, which could have a material adverse effect on the 

Resulting Issuer’s business and financial condition. Competitors in the traditional fertilizer industry are larger 

and have better access to capital and resources than EarthRenew, which could affect its ability to compete. 

A competitor or a new entrant could invent a technology or process that is superior to EarthRenew’s 

technology or process and this would have an adverse effect on its ability to compete. We will also compete 

for host manure sites and for an adequate supply of inputs. A failure to secure future host sites will have a 

material adverse effect on the growth prospects of the Resulting Issuer. 

 

Production Process 

Under EarthRenew’s manufacturing model, it has developed and established, and will continue to develop 

and establish, manufacturing processes and systems at the Strathmore Plant.  

EarthRenew’s manufacturing process is a highly automated and complex process that requires extreme 

precision and quality control throughout each production stage. The Strathmore Plant consists of multiple 

components, all of which must be run on an integrated and coordinated basis. There can be no assurance 

that each component will continuously operate as designed or expected or that the necessary levels of 

integration and co-ordination will continuously be achieved. Any difficulties encountered in our 

manufacturing process could adversely affect the ability to produce products, thereby affecting the Resulting 

Issuer’s ability to meet customer expectations, and may adversely affect the business and financial results. 

Intellectual Property 

EarthRenew relies on a combination of patents, trademarks, trade secrets, confidentiality agreements and 

other contractual restrictions on disclosure to protect its intellectual property rights. EarthRenew also enters 

into confidentiality agreements with employees, consultants, hosts and other third parties, and control 

access to and distribution of confidential information. 

The Resulting Issuer’s success will depend in part on its ability to maintain or obtain and enforce patent and 

other intellectual property protection for processes, products and technology, to preserve trade secrets and to 

operate without infringing upon the proprietary rights of third parties. Setbacks or failures in these areas 

could negatively affect the Resulting Issuer’s ability to compete and materially and adversely affect its business 

and financial condition. EarthRenew has obtained patents or filed patent applications in the United States, Canada 

and internationally and may, in the future, seek additional patents or file patent applications. Certain aspects 

of EarthRenew’s technology are currently protected as trade secrets, for which we may or may not file patent 

applications. 
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There can be no assurance that EarthRenew’s patents or patent applications will be valid or will issue 

over prior art, or that patents will issue from the patent applications that have been filed or will be filed. 

Additionally, there can be no assurances that the scope of any claims granted in any patent will provide 

adequate protection for the processes used by EarthRenew currently or in the future. The Resulting Issuer 

cannot be certain that the creators of EarthRenew’s technology were the first inventors of inventions and 

processes covered by patents and patent applications or that they were the first to file. Accordingly, there 

can be no assurance that EarthRenew’s patents will be valid or will afford the Resulting Issuer with 

protection against competitors with similar technology or processes. Despite efforts to protect proprietary 

rights, unauthorized parties may attempt to copy or otherwise obtain and use proprietary information. 

Monitoring unauthorized use of confidential information is difficult and there is no certainty that steps the 

Resulting Issuer take to prevent unauthorized use of patented products or confidential information will 

be effective. 

The Resulting Issuer may deem it necessary or advisable to commence litigation to enforce our intellectual 

property rights. Others may claim that EarthRenew has infringed upon their intellectual property rights and 

commence litigation against the Resulting Issuer. The Resulting Issuer’s commercial success depends in 

part on its ability to operate without infringing the patents and other proprietary rights of third parties. 

Infringement proceedings relating to intellectual property are often lengthy, costly and time-consuming and their 

outcome is uncertain. Moreover, if competitors prepare and file patent applications to claim technology that is 

also claimed by EarthRenew, the Resulting Issuer may be forced to participate in interference proceedings to 

determine priority of invention. Litigation and participation in such proceedings could result in substantial costs 

and diversion of the efforts of the Resulting Issuer, even if the eventual outcome is favourable. Litigation 

could also subject the Resulting Issuer to significant liabilities to third parties, require disputed rights to be 

licensed from third parties or require the Resulting Issuer to cease using certain technology. If the Resulting 

Issuer becomes involved in any patent litigation, interference, opposition or other administrative proceedings, the 

Resulting Issuer will incur substantial expense and the efforts of technical and management personnel will be 

significantly diverted. As a result of such litigation or proceedings the Resulting Issuer could lose its proprietary 

position and be restricted or prevented from manufacturing products, incur significant damage awards, including 

punitive damages, or be required to seek third-party licenses that may not be available on commercially 

acceptable terms, if at all. In addition, the Resulting Issuer may lack the resources, whether financial or 

otherwise, to monitor, prosecute and enforce intellectual property rights.  

Host Industry Risks and Dependence on Hosts 

The Resulting Issuer’s operations will be exposed to the same industry risks faced by hosts it engages with 

for power generation and organic fertilizer production. These risks include the risk of diseases such as BSE, 

avian flu or hoof and mouth disease. New regulations resulting from these diseases may have a negative 

impact on hosts and, as a consequence, the Resulting Issuer’s operations. If any area in which the Resulting 

Issuer operates is affected by these diseases, EarthRenew’s plants may be shut down or substantially impeded 

in their operation which could have a material adverse effect on business and financial conditions. Risks 

faced by hosts do include those risks associated with cattle, dairy or poultry operations, as the case may be; 

including weather, pricing and availability of other inputs, product prices and all other matters affecting their 

commercial operation and viability. 

The Resulting Issuer will depend on hosts for the materials needed to manufacture organic matter fertilizers. It 

is expected that each plant will be dependent on a single host and the loss of any such host would result in a 

disruption in production from such plant. If this were to occur, it may be difficult to arrange a replacement 

supplier, because such plants cannot easily be physically relocated. Hosts may encounter problems in 

providing the Resulting Issuer with an adequate supply of the inputs required due to a variety of reasons, 

including failure to comply with applicable regulations and environmental factors. If hosts are unable to 

provide on a timely basis sufficient quantities of the inputs that are depended on to manufacture products or if 

delays or contractual or other difficulties in relationships with hosts are encountered then the manufacture of 
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products may be disrupted, which could have a materially adverse effect on operations, revenues and 

financial condition. The Resulting Issuer intends to enter into long term agreements with hosts; however there 

is no guarantee that such hosts will be able to meet their commitments under such agreements nor is there any 

assurance that  the Resulting Issuer will enter into a sufficient number of such long term agreements. It is 

anticipated that host agreements will provide for the delivery of specified amounts of input for such plants. 

These required specified amounts may not be sufficient to operate these plants at expected or full rates and the 

host may not be able to supply amounts in addition of the specified amounts. In these circumstances the 

Resulting Issuer may have to source additional inputs to operate at expected levels and there is no assurance 

the Resulting Issuer will be able to find additional input supply. It is also expected that host agreements 

provide that in certain circumstances, including in unusually wet weather conditions, or, after an initial five year 

period in the case where the host is unable to operate at a profit and so reduces the number of cattle 

maintained at its site, the host is excused from its obligations to provide input to its plants. In addition, as plants 

will be located on property we will lease from various hosts, the Resulting Issuer may become liable for a 

failure by our hosts, or any other Person owning the real property upon which such plants are located, to 

comply with environmental laws and regulations. 

Dependence on Single Plant 

EarthRenew currently depends on a single plant to manufacture its product and generate revenue. All of 

the Resulting Issuer’s anticipated revenue for the foreseeable future will be derived from product and 

electricity that is produced at the Strathmore Plant. The Strathmore Plant is not operating at its base load 

production level. If the Strathmore Plant does not operate as planned, or does not reach its targeted base 

load production level, the Resulting Issuer may need to incur additional expense and spend additional 

time to increase production at that plant, which may temporarily reduce production levels and increase 

production costs.  The estimated lifespan of the Stathmore Plant will be uncertain until the plant is made fully 

operational by the Resulting Issuer, and there is no guarantee of the lifespan of this facility or that additional 

expenditures will not be required in order to keep the Strathmore Plant operational. 

Volatility of Electricity and Natural Gas Prices 

The Resulting Issuer’s future revenue will be dependent on the market prices of electricity and natural 

gas. The market rates of electricity and natural gas may be affected by changes in regulations and 

government policy and in demand and capacity supply, including cyclical changes, as well as the overall 

economy. Electricity markets are subject to regulatory developments within the jurisdictions in which 

the Resulting Issuer operates (or intends to operate) or sell electricity and other external factors  outside  

our  control,  which  developments  or  factors  may  negatively  impact  electricity  markets,  pricing, 

transmission development and investment. This volatility may have a material adverse effect on business and 

financial condition. 

To the extent that electricity prices do not increase in tandem with any future increases in natural gas 

prices the Resulting Issuer’s operating results will be adversely affected as it will not be able to sell the 

electricity produced by these plants at levels sufficient to offset a majority of the cost of the natural gas 

it will have to purchase to power such plants. 

Government Regulation 

The Resulting Issuer’s operations will be subject to a variety of federal, provincial, state and local laws, regulations, 

and guidelines, including laws and regulations relating to health and safety, manure management, production and sale 

of fertilizers, including for organic farming use, the conduct of operations, the protection of the environment, the 

operation of equipment used in operations, the sale of electricity and the transportation and the import and export of 

products. EarthRenew believes that it is currently in compliance with such laws and regulations. The Resulting Issuer 

intends to invest financial and managerial resources to ensure such compliance in the future. Although such 

expenditures historically have not been material, such laws or regulations are subject to change. Accordingly, it is 

impossible for us to predict the cost or impact of such laws and regulations on our future operations. 
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Organic Approvals 

To sell EarthRenew’s fertilizer for use in certified organic crop production, the Resulting Issuer must be 

approved for such use by various approval agencies in accordance with applicable regulatory standards. 

EarthRenew’s products are currently approved for use in certified organic crop production in the U.S. and 

Canada. There can be no assurance that the Resulting Issuer will be able to obtain approval for use of our 

products for organic agriculture in, or export to, other countries, in particular in Europe.  

In the United States, EarthRenew products are approved for unrestricted use in certified organic crop 

production by the Washington State Department of Agriculture (WSDA). These approvals expire on an 

annual basis. An inability to renew this approval for use of our products in U.S. certified organic crop 

production would mean our product could not be sold in this sector and it could have a material adverse 

effect on business and operations. The loss or inability to renew, an approval to use these products in 

organic agriculture from an approval agency, or the loss of acceptance by any ACA of any of such 

products, or of the agencies that have approved these products for use, could have a material adverse effect 

on business and operations.  

Operating Risks and Insurance 

The Resulting Issuer’s operations will be subject to hazards inherent in the fertilizer manufacturing and sale 

and electrical generation industries, such as labour disruptions and unscheduled downtime, equipment 

defects, malfunctions and failures, loss of product in processing, and natural disasters, that can cause 

personal injury, loss of life, suspension of operations, damage to plants, business interruption and damage 

to or destruction of property, equipment and the environment. These risks could expose us to substantial 

liability for personal injury, wrongful death, property damage, pollution, and other environmental 

damages and the imposition of civil or criminal penalties. The frequency and severity of such incidents will 

affect operating costs, insurability and relationships with customers, employees and regulators. In the event 

of equipment defects, malfunctions or failures, there can be no assurance that supplier warranties will be 

effective to compensate us for any losses. 

The Resulting Issuer will continuously monitor its activities for quality control and safety. However, there 

are no assurances that safety procedures will always prevent the damages described above. Although the 

Resulting Issuer will maintain insurance coverage that it believes to be adequate and customary in the 

industries in which it operates, there are no assurances that such insurance will be adequate to cover all 

liabilities. In addition, there are no assurances that the Resulting Issuer will be able to maintain adequate 

insurance in the future at rates it considers reasonable and commercially justifiable. The occurrence of a 

significant uninsured claim, a claim in excess of the insurance coverage limits, or a claim at a time when 

the Resulting Issuer is not able to obtain liability insurance, could have a material adverse effect on its 

ability to conduct normal business operations. 

Defects in its products or failures in quality control could impair the Resulting Issuer’s ability to sell 

products or could result in product liability claims, litigation and other significant events with substantial 

additional costs. Detection of any significant defects in its products or failure in our quality control 

procedures may result in, among other things, loss of sales and market acceptance of our products, diversion 

of development resources and injury to the Resulting Issuer’s reputation.  

The costs the Resulting Issuer may incur in correcting any product defects may be substantial. 

Additionally, errors, defects or other performance problems could result in financial or other damages to 

customers, which could result in litigation. Product liability litigation, even if unsuccessful, would be time 

consuming and costly to defend. The Resulting Issuer’s product liability insurance may not be adequate to 

cover claims. 

Environmental and Regulatory Risk 

The Resulting Issuer’s operations are subject to environmental risks and regulatory compliance and there 

are no assurances that its plants will be in compliance with all regulatory requirements. New or amended 
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environmental laws and regulations may require the Resulting Issuer to curtail or stop operations at one 

or more plants, or may require expenditures by us to install environmental control equipment or modify 

operations. Failure to comply could subject the Resulting Issuer to fines or penalties. 

There can be no assurances that the Resulting Issuer will not experience difficulties in its efforts to 

comply with such laws and regulations in future years, or that the costs associated with the Resulting 

Issuer’s continued compliance efforts will not have a material adverse effect on its business and financial 

condition. The ability to use its product in organic agriculture is a key component to the marketability 

of such product. Should any regulatory body prohibit organic matter fertilizers for use in organic agriculture 

it would materially adversely affect the marketability of the products of the Resulting Issuer. 

Inability to Adapt or Incorporate New Technological Processes 

The development and implementation of new technologies may result in a significant reduction in the 

costs of fertilizer production. Technological advances by other fertilizer producers in methods to convert 

minerals, green wastes, biosolids and manures into fertilizer could increase efficiency and decrease the cost 

of production, which could increase competition. In addition, the Resulting Issuer will rely on animal 

manure as an input to its process. The development of new technologies that utilize manure may increase 

competition for manure that could limit its access to manure and increase costs. The Resulting Issuer cannot 

predict when new technology may become available, the rate of acceptance of new technologies by 

its competitors or the costs associated with new technologies. It is also possible that the Resulting Issuer 

may not be able to incorporate new technological processes into its production process which could place 

it at a competitive disadvantage. 

Cross Contamination 

Although the Resulting Issuer’s high heat process of up to 1,000 Fahrenheit degrees destroys pathogens 

there is no assurance its product will not be associated with a pathogen outbreak due to cross contamination 

with other crop inputs. Although the Resulting Issuer attempts to restrict the use of its product with 

potentially risky inputs such as manures and composts, there can be no assurance that growers will not 

use its product in combination with these inputs. Association with a pathogen outbreak could damage the 

Resulting Issuer’s reputation and cause it to become involved in costly and time-consuming legal or 

regulatory proceedings, which would divert the attention of Management and key personnel from its 

business operations, could be extremely expensive to counteract, and which could adversely affect the 

business. 

Sales Cycle 

EarthRenew is affected by seasonality risk due to weather and the potential buying patterns of major 

customers. The Resulting Issuer’s revenue may therefor be affected by these buying patterns, notably a 

potential slowdown in sales over the winter and early spring. 

Personnel and Strategic Allies 

The successful operation of our business will depend upon the abilities, expertise, judgment, discretion, 

integrity and good faith of our Management, executive officers, general managers, employees, consultants 

and strategic allies. In addition, our ability to expand will depend upon our ability to attract qualified 

personnel as needed, including marketing, sales and operational personnel. The demand for skilled 

employees is high, and the supply can be limited, particularly in the Alberta market. The unexpected loss 

of our key personnel or strategic partners, or the inability to retain or recruit skilled personnel could have 

a material adverse effect on our business and financial condition. 
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Marketing and Distribution Expertise 

 

Achieving market success will require substantial marketing efforts and the expenditure of funds to inform 

potential customers of the distinctive benefits and characteristics of our fertilizer. The Resulting Issuer’s long 

term success will depend on its ability to expand current marketing capabilities. The Resulting Issuer will, 

among other things, need to attract and retain experienced marketing and sales personnel. No assurance 

can be given that the Resulting Issuer will be able to attract and retain such personnel or that any efforts 

undertaken by such personnel will be successful. 

Weather and Climate 

Adverse weather conditions represent a very significant operating risk affecting potential hosts and 

customers for products. Weather conditions affect the types of crops grown, the quality and quantity of 

production and the levels of farm inputs which, in turn, will affect demand for our products. Adverse weather 

conditions, such as drought or excessive rains, can result in both reduced production of the inputs we need 

to manufacture products by our hosts, reduced crop production by customers for products and increased 

costs to operate plants. During the winter and wet seasons the Resulting Issuer expects the amount of inputs 

produced by hosts to decline. A reduction in the production of the inputs needed to manufacture our 

products or crop input sales because of adverse weather conditions could have a material adverse effect 

on operating results and financial condition. 

Management Estimates and Assumptions 

A number of matters set forth in this Listing Statement including, without limitation, engineering matters, 

energy efficiency, product performance and costs are based on certain assumptions and estimates made by 

management. These estimates and assumptions may prove to be inaccurate 

Litigation Risks 

The Resulting Issuer may become involved in, named as a party to, or the subject of, various legal proceedings, 

including contract disputes, regulatory proceedings, tax proceedings and legal actions relating to intellectual 

property, product liability, personal injuries, property damage, property taxes, land rights, and the environment. 

The outcome with respect to outstanding, pending or future proceedings cannot be predicted with certainty 

and may be determined adversely to the Resulting Issuer and as a result, could have a material adverse effect 

on its assets, liabilities, business, financial condition and results of operations. Even if the Resulting Issuer 

prevails in any such legal proceeding, the proceedings could be costly and time-consuming and would divert 

the attention of Management and key personnel from business operations, which could adversely affect its 

financial condition. See “Risk Factors — Organic Fertilizer Production— Intellectual Property” and “Risk 

Factors — Organic Fertilizer Production — Operating Risks and Insurance”.  

Credit Risk 

A substantial portion of the Resulting Issuer’s accounts receivable will be with customers involved in the 

agricultural industry whose revenues may be impacted by fluctuations in commodity prices and all other 

factors affecting the economics of the agricultural industry. Collection of these receivables could be 

influenced by economic factors affecting the agricultural industry as a whole. 

Foreign Exchange and Interest Rates 

The Resulting Issuer will incur costs in United States dollars, particularly in relation to equipment and parts 

purchased from the United States. Accordingly, the Resulting Issuer is subject to risk from fluctuations in 

the rates of currency exchange between the United States dollar and Canadian dollar, and such fluctuations 

may materially affect its business and financial condition. As a portion of sales are projected to be made in 

U.S. dollars, currency fluctuations may adversely affect revenues of the Resulting Issuer as well. 



 

00269211-9  
FORM 2A – LISTING STATEMENT 

January 2015 

Page 57 

 
  

Catastrophic Event Risk 

EarthRenew’s operations are exposed to potential damage, including partial or full loss, resulting from 

disasters such as an earthquake, hurricane, fire, explosion, flood, severe storm, terrorist attack or other 

comparable events. Both the Strathmore Plant and plants owned by hosts could be exposed to effects of 

severe weather conditions, natural disasters and potentially catastrophic events such as a major accident 

or incident at our plants. A pandemic or an assault or an action of malicious destruction, sabotage or 

terrorism committed at our plants or with respect to our fertilizer could also disrupt our ability to produce 

and sell fertilizer. The occurrence of a significant event that disrupts the ability of our plants to produce 

fertilizer for an extended period could have a material adverse effect on our business, financial condition 

and results of operations. 

 

General Business and Market Risks 

Key Personnel 

The senior officers of the Resulting Issuer will be critical to its success. In the event of the departure of a 

senior officer, the Resulting Issuer believes that it will be successful in attracting and retaining qualified 

successors but there can be no assurance of such success. Recruiting qualified personnel as the Resulting 

Issuer grows is critical to its success.. As the Resulting Issuer’s business activity grows, it will require 

additional key financial, administrative and technical personnel as well as additional operations staff. If the 

Resulting Issuer is not successful in attracting and training qualified personnel, the efficiency of its operations 

could be affected, which could have an adverse impact on future cash flows, earnings, results of operations 

and the financial condition of the Resulting Issuer. 

Conflicts of Interest 

Directors and officers of the Resulting Issuer are or may become directors or officers of other reporting 

companies or have significant shareholdings in other public companies and, to the extent that such other 

companies may participate in ventures in which the Resulting Issuer may participate, the directors and 

officers of the Resulting Issuer may have a conflict of interest in negotiating and concluding terms respecting 

the extent of such participation. The Resulting Issuer and its directors and officers will attempt to minimize 

such conflicts. In the event that such a conflict of interest arises at a meeting of the directors of the Resulting 

Issuer, a director who has such a conflict will abstain from voting for or against the approval of such 

participation or such terms. In appropriate cases, the Resulting Issuer will establish a special committee of 

independent directors to review a matter in which one or more directors, or officers, may have a conflict. In 

determining whether or not the Resulting Issuer will participate in a particular program and the interest 

therein to be acquired by it, the directors will primarily consider the potential benefits to the Resulting Issuer, 

the degree of risk to which the Resulting Issuer may be exposed and its financial position at that time. Other 

than as indicated, the Resulting Issuer has no other procedures or mechanisms to deal with conflicts of 

interest. 

 

Additional Financing 

The Resulting Issuer will require additional financing in order to make further investments or take advantage 

of future opportunities and to grow its business. The ability of the Resulting Issuer to arrange such financing 

in the future will depend in part upon prevailing capital market conditions, as well as upon the business 

success of the Resulting Issuer. There can be no assurance that the Resulting Issuer will be successful in its 

efforts to arrange additional financing on terms satisfactory to the Resulting Issuer. If additional financing is 

raised by the issuance of Common Shares or other forms of convertible securities from treasury, control of 

the Resulting Issuer may change and shareholders may suffer additional dilution. If adequate funds are not 

available, or are not available on acceptable terms, the Resulting Issuer may not be able to take advantage of 

opportunities, or otherwise respond to competitive pressures and remain in business.  If the Resulting Issuer 

is unable to generate such revenues or obtain such additional financing, any investment in the Resulting 



 

00269211-9  
FORM 2A – LISTING STATEMENT 

January 2015 

Page 58 

 
  

Issuer may be lost. In such event, the probability of resale of the securities of the Resulting Issuer would be 

diminished 

Profitability 

There is no assurance that the Resulting Issuer will earn profits in the future, or that profitability will be 

sustained. There is no assurance that future revenues will be sufficient to generate the funds required to 

continue the Resulting Issuer’s business development and marketing activities. If the Resulting Issuer does 

not have sufficient capital to fund its operations, it may be required to reduce its sales and marketing efforts 

or forego certain business opportunities. 

Management of Growth 

The Resulting Issuer may be subject to growth-related risks including capacity constraints and pressure on 

its internal systems and controls. The ability of the Resulting Issuer to manage growth effectively will require 

it to continue to implement and improve its operational and financial systems and to expand, train and manage 

its employee base. The inability of the Resulting Issuer to deal with this growth may have a material adverse 

effect on the Resulting Issuer’s business, financial condition, results of operations and prospects. 

Issuance of Debt 

From time to time, the Resulting Issuer may enter into transactions to acquire assets or the shares of other 

organizations or seek to obtain additional working capital. These transactions may be financed in whole or 

in part with debt, which may increase the Resulting Issuer’s debt levels above industry standards for 

companies of similar size. Depending on future plans, the Resulting Issuer may require additional equity 

and/or debt financing that may not be available or, if available, may not be available on favourable terms to 

the Resulting Issuer. Neither the Issuer’s nor EarthRenew’s constating documents limit the amount of 

indebtedness that may be incurred and it is not expected that the Resulting Issuer’s constating documents will 

contain such restrictions. As a result, the level of the Resulting Issuer’s indebtedness from time to time could 

impair its ability to operate or otherwise take advantage of business opportunities that may arise.  

Dilution 

The Resulting Issuer may make future acquisitions or enter into financings or other transactions involving 

the issuance of securities of the Resulting Issuer which may be dilutive to the holdings of existing 

shareholders. 

Price Volatility of Publicly Traded Securities 

In recent years, the securities markets in the United States and Canada have experienced a high level of price 

and volume volatility, and the market prices of securities of many companies have experienced wide 

fluctuations in price. There can be no assurance that continuing fluctuations in price will not occur. It may 

be anticipated that any quoted market for the Common Shares will be subject to market trends generally, 

notwithstanding any potential success of the Resulting Issuer in creating revenues, cash flows or earnings. 

The value of the Common Shares will be affected by such volatility. A public trading market in the Common 

Shares having the desired characteristics of depth, liquidity and orderliness depends on the presence in the 

marketplace of willing buyers and sellers of Common Shares at any given time, which, in turn is dependent 

on the individual decisions of investors over which the Resulting Issuer has no control. There can be no 

assurance that an active trading market in securities of the Resulting Issuer will be established and sustained. 

The market price for the Resulting Issuer’s securities could be subject to wide fluctuations, which could have 

an adverse effect on the market price of the Resulting Issuer. The stock market has, from time to time, 

experienced extreme price and volume fluctuations, which have often been unrelated to the operating 

performance, net asset values or prospects of particular companies. If an active public market for the 
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Common Shares does not develop, the liquidity of a shareholder’s investment may be limited and the share 

price may decline. 

Dividends 

Neither the Issuer nor EarthRenew has paid any dividends on its outstanding shares. Any payments of 

dividends on the Common Shares will be dependent upon the financial requirements of the Resulting Issuer 

to finance future growth, the financial condition of the Resulting Issuer and other factors which the Resulting 

Issuer’s board of directors may consider appropriate in the circumstance. It is unlikely that the Resulting 

Issuer will pay dividends in the immediate or foreseeable future.  

Transaction May Not Be Approved 

The completion of the Transaction is subject to the final acceptance of the Exchange which will be evidenced 

by the issuance of the Final Exchange Bulletin. There can be no assurance that all of the necessary approvals 

will be obtained. If the Transaction does not complete, the Issuer will continue to search for other 

opportunities, however, it will have incurred significant costs associated with the Transaction. In the event 

that the Transaction is not approved, the Issuer will remain listed on the NEX. 

Markets for Securities 

There can be no assurance that an active trading market in the Common Shares will be established and 

sustained following Closing. The market price for the Common Shares could be subject to wide fluctuations. 

Factors such as commodity prices, government regulation, the demand for fertilizer, cryptocurrency prices, 

interest rates, share price movements of the Resulting Issuer’s peer companies and competitors, as well as 

overall market movements, may have a significant impact on the market price of the securities of Resulting 

Issuer. 

General Economic Conditions May Adversely Affect the Resulting Issuer’s Growth 

The unprecedented events in global financial markets in the past several years have had a profound impact 

on the global economy in general and the mining industry in particular. Many industries continue to be 

negatively impacted by these market conditions. A continued or worsened slowdown in the financial markets 

or other economic conditions, including but not limited to, consumer spending, employment rates, business 

conditions, inflation, fuel and energy costs, consumer debt levels, lack of available credit, the state of the 

financial markets, interest rates, tax rates may adversely affect the Resulting Issuer’s growth and profitability.  

17.2  If there is a risk that securityholders of the Issuer may become liable to make an additional contribution 

beyond the price of the security, disclose that risk. 

 Not applicable. 

17.3 Describe any risk factors material to the Issuer that a reasonable investor would consider relevant to an 

investment in the securities being listed and that are not otherwise described under section 17.1 or 17.2. 

 

Not applicable. 

 

18. Promoters  

 

18.1 For a person or company that is, or has been within the two years immediately preceding the date of the 

Listing Statement, a promoter of the Issuer or of a subsidiary of the Issuer, state: 

 

(a) the person or company's name; 
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(b) the number and percentage of each class of voting securities and equity securities of the Issuer or 

any of its subsidiaries beneficially owned, directly or indirectly, or over which control is exercised; 

 

(c) the nature and amount of anything of value, including money, property, contracts, options or rights 

of any kind received or to be received by the promoter directly or indirectly from the Issuer or from 

a subsidiary of the Issuer, and the nature and amount of any assets, services or other consideration 

therefor received or to be received by the Issuer or a subsidiary of the Issuer in return; and 

 

(d) for an asset acquired within the two years before the date of the Listing Statement or thereafter, or 

to be acquired, by the Issuer or by a subsidiary of the Issuer from a promoter: 

 

(i) the consideration paid or to be paid for the asset and the method by which the consideration 

has been or will be determined, 

 

(ii) the person or company making the determination referred to in subparagraph (i) and the 

person or company's relationship with the Issuer, the promoter, or an associate or affiliate of 

the Issuer or of the promoter, and 

 

(iii) the date that the asset was acquired by the promoter and the cost of the asset to the promoter. 

 

  There are no promoters, as defined under the policies of the Exchange, within the last two years 

immediately preceding this Listing Statement. 

18.2 (1) If a promoter referred to in section 18.1 is, as at the date hereof, or was within 10 years before the 

date hereof, a director, chief executive officer, or chief financial officer of any person or company 

that: 

a) was subject to an order that was issued while the promoter was acting in the capacity 

as director, chief executive officer or chief financial officer; or 

b) was subject to an order that was issued after the promoter ceased to be a director, chief 

executive officer or chief financial officer and which resulted from an event that occurred 

while the promoter was acting in the capacity as director, chief executive officer or chief 

financial officer, 

state the fact and describe the basis on which the order was made and whether the order is still in effect. 
 

(2)  For the purposes of section 18.2 (1), “order” means: 

 

(a) a cease trade order; 

 

(b) an order similar to a cease trade order; or 

 

(c) an order that denied the relevant person or company access to any exemption under 

securities legislation, that was in effect for a period of more than 30 consecutive days. 

 (3)  If a promoter referred to in section 18.2 (1): 

(a) is, as at the date hereof, or has been within the 10 years before the date hereof, a director or 

executive officer of any person or company that, while the promoter was acting in that 

capacity, or within a year of that person ceasing to act in that capacity, became bankrupt, 

made a proposal under any legislation relating to bankruptcy or insolvency or was subject to 

or instituted any proceedings, arrangement or compromise with creditors or had a receiver, 

receiver manager or trustee appointed to hold its assets, state the fact; or 
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(b) has, within the 10 years before the date hereof, become bankrupt, made a proposal under any 

legislation relating to bankruptcy or insolvency, or become subject to or instituted any 

proceedings, arrangement or compromise with creditors, or had a receiver, receiver manager 

or trustee appointed to hold the assets of the promoter, state the fact. 

 (4)  Describe the penalties or sanctions imposed and the grounds on which they were imposed or the 

terms of the settlement agreement and the circumstances that gave rise to the settlement agreement, 

if a promoter referred to in section 18.2(1) has been subject to: 

(a) any penalties or sanctions imposed by a court relating to provincial and territorial securities 

legislation or by a provincial and territorial securities regulatory authority or has entered into 

a settlement agreement with a provincial and territorial securities regulatory authority; or 

(b) any other penalties or sanctions imposed by a court or regulatory body that would be likely 

to be considered important to a reasonable investor in making an investment decision. 

 (5) Despite section 18.2(4), no disclosure is required of a settlement agreement entered into before 

December 31, 2000 unless the disclosure would likely be considered important to a reasonable 

investor in making an investment decision. 

 Not applicable. 

 

19. Legal Proceedings 

 

19.1 Describe any legal proceedings material to the Issuer to which the Issuer or a subsidiary of the Issuer is a 

party or of which any of their respective property is the subject matter and any such proceedings known to 

the Issuer to be contemplated, including the name of the court or agency, the date instituted, the principal 

parties to the proceedings, the nature of the claim, the amount claimed, if any, if the proceedings are being 

contested, and the present status of the proceedings. 

  

 There are no legal proceedings that are material to the Resulting Issuer to which it is a party, or of which any 

of its assets are subject, which are currently underway or known to the Resulting Issuer to be contemplated. 

19.2 Regulatory actions - Describe any: 

 

(a) penalties or sanctions imposed against the Issuer by a court relating to provincial and territorial 

securities legislation or by a securities regulatory authority within the three years immediately 

preceding the date hereof; 

 

(b) other penalties or sanctions imposed by a court or regulatory body against the Issuer necessary to 

contain full, true and plain disclosure of all material facts relating to the securities being listed; and 

 

(c) settlement agreements the Issuer entered into before a court relating to provincial and territorial 

securities legislation or with a securities regulatory authority within the three years immediately 

preceding the date hereof. 

 

 Not applicable.   

 

20. Interest of Management and Others in Material Transactions 

 

20.1 Describe, and state the approximate amount of, any material interest, direct or indirect, of any of the 

following persons or companies in any transaction within the three years before the date of the Listing 

Statement, or in any proposed transaction, that has materially affected or will materially affect the Issuer 

or a subsidiary of the Issuer: 
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(a) any director or executive officer of the Issuer; 

 

(b) a person or company that is the direct or indirect beneficial owner of, or who exercises control or 

direction over, more than 10 percent of any class or series of your outstanding voting securities; and 

 

(c) an associate or affiliate of any of the persons or companies referred to in paragraphs (a) or (b). 

 

The Transaction was negotiated by the parties dealing at arm’s length with each. The only insider of the 

Issuer that had any interest in EarthRenew is Ryan Ptolemy, the Issuer’s CFO. Mr. Ptolemy currently holds 

1,505,000 common shares of EarthRenew (the “Ptolemy Shares”) representing 2.7% of the outstanding 

common shares of EarthRenew.  No other related party (as defined in Multilateral Instrument 61-101-

“Protection of Minority Securityholders in Special Transactions”) owns any securities of EarthRenew. 

The RTO is being structured as a three-point amalgamation pursuant to the Amalgamation Agreement and, 

as a result, the Issuer will indirectly acquire the Ptolemy Shares and, consequently, the Transaction will 

constitute a related party transaction as defined in MI 61-101.  The Transaction, however, is exempt from the 

valuation requirements of MI 61-101 pursuant to the exemption contained in section 5.5(a) of MI 61-101 and 

from the minority shareholder approval requirements of MI 61-101 pursuant to the exemption contained in 

section 5.7(a) of MI 61-101, in each case owing to the fair market value of the Ptolemy Shares being less 

than 25% of the Issuer’s market capitalization.   

The Issuer has not acquired any assets or services within the 36 months prior to the date of this Listing 

Statement, nor proposes to acquire any assets or services from any director or officer of the Issuer, any 

principal securityholder of the Issuer, or any Affiliate or Associate of any such person, save and except for 

the services of its NEOs (and the compensation paid therefor) as described above. 

 

21. Auditors, Transfer Agents and Registrars 

 

21.1 State the name and address of the auditor of the Issuer. 

 

The auditor of the Resulting Issuer is UHY McGovern Hurley, LLP, with its office  located at 251 

Consumers Road, Suite 800, Toronto, Ontario, M2J 1R3. 

21.2 For each class of securities, state the name of any transfer agent, registrar, trustee, or other agent appointed 

by the Issuer to maintain the securities register and the register of transfers for such securities and indicate 

the location (by municipality) of each of the offices of the Issuer or transfer agent, registrar, trustee or other 

agent where the securities register and register of transfers are maintained or transfers of securities are 

recorded.   

 

The transfer agent and registrar for the Resulting Issuer is TSX Trust Company, with its Toronto office 

located at 301-100 Adelaide Street West, Toronto Ontario, M5H 4H1. 

22. Material Contracts 

 

22.1 Give particulars of every material contract, other than contracts entered into in the ordinary course of 

business that was entered into within the two years before the date of Listing Statement by the Issuer or a 

subsidiary of the Issuer. 

 

The following are the material contracts entered into by the Resulting Issuer: 

 Sun Country Organics Off-Take Agreement; 

 Amalgamation Agreement; 

 Letter of Intent with respect to proposed UK dairy operations; and 
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 The agreement with FortisAlberta Inc. dated November 29, 2012 with respect to the connection of 

EarthRenew’s power generation facilities with the Alberta electricity grid. 

 

Copies of these agreements will be available for inspection at the offices of the Resulting Issuer located at 65 Queen 

Street West, Suite 805, Toronto, ON M5H 2M5, at any time during ordinary business hours until the completion of 

the Transaction and for a period of 30 days thereafter.  

22.2 If applicable, attach a copy of any co-tenancy, unitholders' or limited partnership agreement. 

 

 Not applicable. 

 

23 Interest of Experts 

 

23.1 Disclose all direct or indirect interests in the property of the Issuer or of a Related Person of the Issuer 

received or to be received by a person or company whose profession or business gives authority to a 

statement made by the person or company and who is named as having prepared or certified a part of the 

Listing Statement or prepared or certified a report or valuation described or included in the Listing 

Statement. 

 

23.2 Disclose the beneficial ownership, direct or indirect, by a person or company referred to in section 23.1 of 

any securities of the Issuer or any Related Person of the Issuer. 

 

23.3 For the purpose of section 23.2, if the ownership is less than one per cent, a general statement to that effect 

shall be sufficient. 

 

23.4 If a person, or a director, officer or employee of a person or company referred to in section 23.1 is or is 

expected to be elected, appointed or employed as a director, officer or employee of the Issuer or of any 

associate or affiliate of the Issuer, disclose the fact or expectation. 

 

 The following is a list of persons or companies whose profession or business gives authority to a statement 

made by such person or company named in this Listing Statement as having prepared or certified a part of 

that document or report described in the Listing Statement:  

 

 (a) UHY McGovern Hurley, LLP, auditors of both EarthRenew and Valencia, which prepared the auditor’s 

report for the audited financial statements of both EarthRenew and Valencia as at and for the fiscal period 

ended December 31, 2017. They are independent as determined by the Institute of Chartered Accountants 

of Ontario. 

  

 No expert has, and is not entitled to receive, any registered or beneficial interest, direct or indirect, in the 

property of the Issuer and is not expected to own any securities of the Issuer or any associate, affiliate or 

Related Person of the Issuer 

 

24. Other Material Facts 

 

24.1 Give particulars of any material facts about the Issuer and its securities that are not disclosed under the 

preceding items and are necessary in order for the Listing Statement to contain full, true and plain 

disclosure of all material facts relating to the Issuer and its securities. 

 

As of the date immediately prior to the RTO, there are no other material facts about the Resulting Issuer 

or the Common Shares that are not disclosed under any item of the Listing Statement and are necessary in 

order for the Listing Statement to contain full, true and plain disclosure of all material facts relating to 

Resulting Issuer or the Common Shares. 
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25. Financial Statements  

 

25.1  Provide the following audited financial statement for the Issuer: 

(a) copies of all financial statements including the auditor's reports required to be prepared and filed 

under applicable securities legislation for the preceding three years as if the Issuer were subject 

to such law; and 

 

(b)  a copy of financial statements for any completed interim period of the current fiscal year. 

 

Please see Exhibit “A” to this Listing Statement. 

 

25.2 For Issuers re-qualifying for listing following a fundamental change provide 

 

(a) the information required in sections 5.1 to 5.3 for the target; 

 

Please see Sections 5.1- 5.3 above. 

 

(b) financial statement for the target prepared in accordance with the requirements of National 

Instrument 41-101 General Prospectus Requirements as if the target were the Issuer; 

 

Please see Exhibit “B” to this Listing Statement.  

(c) pro-forma consolidated financial statements for the New Issuer giving effect to the transaction for: 
 

(i) the last full fiscal year of the Issuer, and 

(ii) any completed interim period of the current fiscal year.  

 

Please see Exhibit “C” to this Listing Statement.  
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EXHIBIT A 

FINANCIAL STATEMENTS AND  

MANAGEMENT DISCUSSION AND ANALYSIS OF THE ISSUER 
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VALENCIA VENTURES INC. 
 

 

FINANCIAL STATEMENTS 

 
for the years ended 

December 31, 2017 and 2016 
(expressed in Canadian dollars) 
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INDEPENDENT AUDITOR’S REPORT 
 

To the Shareholders of Valencia Ventures Inc. 
 
We have audited the accompanying financial statements of Valencia Ventures Inc., which comprise the statements of financial 
position as at December 31, 2017 and 2016, and the statements of loss and comprehensive loss, statements of changes in equity 
(deficiency), and statements of cash flows for the years then ended, and a summary of significant accounting policies and other 
explanatory information. 
 
Management's Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in accordance with International 
Financial Reporting Standards and for such internal control as management determines is necessary to enable the preparation of 
financial statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits in 
accordance with Canadian generally accepted auditing standards. Those standards require that we comply with ethical 
requirements and plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from 
material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. 
The procedures selected depend on the auditor's judgment, including the assessment of the risks of material misstatement of the 
financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control 
relevant to the entity's preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal 
control.  An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting 
estimates made by management, as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.  
 
Opinion  
In our opinion, the financial statements present fairly, in all material respects, the financial position of Valencia Ventures Inc. as at 
December 31, 2017 and 2016, and its financial performance and its cash flows for the years then ended in accordance with 
International Financial Reporting Standards. 
 
Emphasis of Matter  
Without qualifying our opinion, we draw attention to Note 1 in the financial statements which indicates that Valencia Ventures Inc. 
has continuing losses during the year ended December 31, 2017 and has negative working capital as at December 31, 2017.  
These conditions along with other matters set forth in Note 1 indicate the existence of material uncertainties which cast significant 
doubt about the ability of Valencia Ventures Inc. to continue as a going concern. 
 
 UHY McGovern Hurley LLP 

  
 Chartered Professional Accountants 
 Licensed Public Accountants 
Toronto, Canada 
March 19, 2018 
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Approved on behalf of the Board of Directors on  March 16, 2018: 
 
 
“Damian Lopez”         “Tito Gandhi” 

Director  Director 
 
 
 

Notes 2017 2016

ASSETS

Current assets:

Cash 9,417$               91,478$             

Amounts receivable 51,151               369                     

Prepaid expenses 2,160                 2,160                 

TOTAL ASSETS 62,728$             94,007$             

LIABILITIES AND EQUITY

Current liabilities:

Accounts payable and accrued liabilities 10 766,440$          372,513$          

Total liabilities 766,440             372,513             

Equity/(Deficiency):

Share capital 7 337,243,823     337,055,766     

Share-based payments reserve 8 206,500             115,200             

Deficit (338,154,035)   (337,449,472)   

Total (deficiency) (703,712)           (278,506)           

TOTAL LIABILITIES AND DEFICIENCY 62,728$             94,007$             

Nature of operations and going concern 1

Commitments and contingencies 13

Subsequent events 15



Valencia Ventures Inc. 
Statements of Loss and Comprehensive Loss 
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Notes 2017 2016

Expenses

Consulting and management fees 12 435,884$     47,329$         

Professional fees 29,190          23,380           

Shareholder communications and filing fees 58,190          81,414           

General and administrative expenses 89,996          11,237           

Share-based payments 8 175,000        -                       

Other loss/(income) 3                    (123)                

Net loss and comprehensive loss (788,263)$    (163,237)$     

Basic and diluted loss per share (0.04)$           (0.01)$            

Weighted average number of common shares outstanding:

Basic and diluted 18,642,906  18,473,219   



Valencia Ventures Inc. 
Statements of Changes in Equity/(Deficiency) 
Expressed in Canadian dollars 

 
 

The accompanying notes are an integral part of these financial statements. 
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 Note 

 Share-based 

payments reserve  Deficit 

 Total equity/ 

(deficiency) 

No. $ $ $ $

Balance, December 31, 2015 16,473,219 336,896,958 132,700               (337,303,735) (274,077)        

Private placement, net of issue costs 7 2,000,000       158,808          -                       -                 158,808          

Expiry of stock options 8 -                 -                 (17,500)                17,500            -                 

Loss for the year -                 -                 -                       (163,237)        (163,237)        

Balance, December 31, 2016 18,473,219     337,055,766   115,200               (337,449,472) (278,506)        

Balance, December 31, 2016 18,473,219     337,055,766   115,200               (337,449,472) (278,506)        

Private placement, net of issue costs 7 1,346,428       188,057          -                       -                 188,057          

Expiry of stock options 8 -                 -                 (83,700)                83,700            -                 

Issuance of stock options 8 -                 -                 175,000               -                 175,000          

Loss for the year -                 -                 -                       (788,263)        (788,263)        

Balance, December 31, 2017 19,819,647     337,243,823   206,500               (338,154,035) (703,712)        

Share capital



Valencia Ventures Inc. 
Statements of Cash Flows 
For the years ended December 31, 
(Expressed in Canadian dollars) 
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Notes 2017 2016

Cash provided by (used in) 


Operating activities:

Net loss (788,263)$       (163,237)$       

Items not involving cash:

Share-based payments 8 175,000           -                    

Working capital adjustments:

Change in amounts receivable (50,782)            5,590                

Change in prepaid expenses -                    2,376                

Change in accounts payable and accrued liabilities 393,927           59,982             

Net cash (used in) operating activities (270,118)          (95,289)            

Financing activities:

Private placement 7 188,500           160,000           

Cost of issue (443)                  (1,192)              

Net cash provided by financing activities 188,057           158,808           

Change in cash (82,061)            63,519             

Cash, beginning of the year 91,478             27,959             

Cash, end of the year 9,417$             91,478$           



 

 00269211-9 72 

1.  Nature of operations and going concern 
 

Valencia Ventures Inc. (the "Company" or “Valencia”) is primarily engaged in the acquisition, exploration and evaluation 
of mineral properties in Canada. The Company currently has no interests in exploration and evaluation properties.  On 
December 1, 2017, the Company entered into an amalgamation agreement to acquire all of the outstanding equity 
securities of 2292055 Ontario Inc. (“EarthRenew”), pursuant to which the Company will acquire all the issued and 
outstanding shares of EarthRenew (“the Transaction”).  It is expected that the Transaction will be effected by way of a 
three-cornered amalgamation pursuant to which a wholly-owned subsidiary of Valencia will amalgamate with 
EarthRenew, and all of EarthRenews’s shareholders will receive one Valencia common share for each Earth Renew 
share held.  EarthRenew is a Canadian company that sells high value concentrated organic fertilizer from animal 
manure, providing an environmentally friendly waste management solution for high intensity livestock farming.  The 
registered head office of the Company is located at 65 Queen Street West, Suite 815, Toronto, Ontario, Canada, M5H 
2M5. 
 
The Company’s shares are listed on the NEX Board of the TSX Venture Exchange (“NEX”). The financial statements 
of the Company for the years ended December 31, 2017 and 2016 were reviewed, approved and authorized for issue 
by the Board of Directors on March 16, 2018. 
 
The Company has a need for equity capital and financing for working capital and for exploration and evaluation 
activities.  The Company’s continuance as a going concern is dependent upon its ability to obtain adequate financing 
and to reach profitable levels of operation.  Because of continuing operating losses, negative working capital and a 
cumulative deficit as at December 31, 2017, there are material uncertainties which cast significant doubt about the 
Company’s ability to continue as a going concern. It is not possible to predict whether financing efforts will be successful 
or if the Company will attain profitable levels of operation. These financial statements do not include the adjustments 
that would be necessary should the company be unable to continue as a going concern. Such adjustments could be 
material. 
 
2. Basis of preparation 
 
Statement of compliance 

 

These financial statements were prepared in accordance with International Financial Reporting Standards (“IFRS”), as 
issued by the International Accounting Standards Board (“IASB”) and have been prepared in accordance with 
accounting policies based on IFRS standards and International Financial Reporting Interpretation Committee (“IFRIC”) 
interpretations. The policies set out in the Company’s annual financial statements for the years ended December 31, 
2017 and 2016 were consistently applied to all the periods presented unless otherwise noted below. 
 

These financial statements have been prepared on a historical cost basis.  In addition, these financial statements have 
been prepared using the accrual basis of accounting, except for cash flow information, and  are presented in Canadian 
dollars unless otherwise noted. 
 
3. Critical accounting judgements and estimation uncertainties 
 

The preparation of financial statements in conformity with IFRS requires the  Company’s management to make 
judgments, estimates and assumptions about  future events that affect the amounts  reported in the financial statements 
and related notes to the financial statements.  Although these estimates are based on management’s best knowledge 
of the amount, event or actions, actual results may differ from those estimates and these differences could be material.  
The areas which require management to make significant judgments, estimates and assumptions in determining 
carrying values include, but are not limited to: 
 

- Assets’ carrying values and impairment changes 
In the determination of carrying values and impairment changes, management looks at the higher of recoverable 
amount or fair value less costs to sell in the case of assets and at objective evidence significant or prolonged 
decline of fair value on financial assets indicating impairment. These determinations and their individual 
assumptions require that management make a decision based on the best available information at each reporting 
period. 
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3. Critical accounting judgements and estimation uncertainties (continued) 
 

- Income, value added, withholding and other taxes   
The Company is subject to income, value added, withholding and other taxes.  Significant judgment is required in 
determining the  Company’s provisions for taxes.  There are many transactions and calculations for which the 
ultimate tax determination is uncertain during the ordinary course of business.  The Company recognizes liabilities 
for anticipated tax audit issues based on estimates of whether additional taxes will be due.  The determination of 
the Company’s income, value added, withholding and other tax liabilities requires interpretation of complex laws 
and regulations.  The Company’s interpretation of taxation law as applied to transactions and activities may not 
coincide with the interpretation of the tax authorities.  All tax related filings are subject to government audit and 
potential reassessment subsequent to the financial statement reporting period.  Where the final tax outcome of 
these matters is different from the amounts that were initially recorded, such differences will impact the tax related 
accruals and deferred income tax provisions in the period in which such determination is made. 
- Share-based payments 
Management determines costs for share-based payments using market-based valuation techniques. The fair value 
of the market-based and performance-based share awards are determined at the date of grant using generally 
accepted valuation techniques. Assumptions are made and judgment used in applying valuation techniques. These 
assumptions and judgments include estimating the future volatility of the stock price, expected dividend yield, future 
employee turnover rates and future employee stock option exercise behaviors and corporate performance. Such 
judgments and assumptions are inherently uncertain. Changes in these assumptions affect the fair value 
estimates. 
 

4. Significant accounting policies 
 
Foreign currency translation 
The Company's functional and presentation currency is the Canadian dollar.  In preparing the financial statements, 
transactions in currencies other than the entity’s functional currency (“foreign currencies”) are recognized at the rates 
of exchange prevailing at the dates of the transactions. At the end of each reporting period, monetary items 
denominated in foreign currencies are retranslated at the rates prevailing at that date.  
 
Foreign exchange gains and losses are presented in the statement of loss within “other (income)/loss”. 
 
Share-based payments  
Equity-settled, share-based payments to employees and others providing similar services are measured at the fair 
value of the equity instruments at the grant date. Details regarding the determination of the fair value of transactions 
are set out in the share-based payment note (Note 8).  
 
The fair value is measured at grant date and each tranche is recognized on a graded-vesting basis over the period in 
which options vest.  At the end of each reporting period, the Company revises its estimate of the number of equity 
instruments expected to vest. The impact of the revision of the original estimates, if any, is recognized in profit or loss 
such that the cumulative expense reflects the revised estimate, with a corresponding adjustment to share-based 
payment reserve. 
 
Equity-settled, share-based payment transactions with parties other than employees are measured at the fair value of 
the goods or services received, except where that fair value cannot be estimated reliably, in which case they are 
measured at the fair value of the equity instruments granted at the date the entity obtains the goods or the counterparty 
renders the service.  For those options that expire after vesting, the recorded value is transferred to deficit. 
 
Taxation 
Current tax 
Income tax expense represents the sum of the tax currently payable and deferred tax. The tax currently payable is 
based on taxable profit for the year. Taxable profit differs from profit as reported in the statement of loss because of 
items of income or expense that are taxable or deductible in other years and items that are never taxable or deductible. 
The Company’s liability for current tax is calculated using tax rates that have been enacted or substantively enacted by 
the end of the reporting period. 

Deferred tax 

Deferred tax is recognized on temporary differences between the carrying amounts of assets and liabilities in the 
financial statements and the corresponding tax bases used in the computation of taxable profit. Deferred tax liabilities 
are generally recognized for all taxable temporary differences. Deferred tax assets are generally recognized for all 
deductible temporary differences to the extent that it is probable that taxable profits will be available against which 
those deductible temporary differences can be utilized. Such deferred tax assets and liabilities are not recognized if the 
temporary difference arises from goodwill or from the initial recognition (other than in a business combination) of other 
assets and liabilities in a transaction that affects neither taxable profit nor accounting profit. 
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4. Significant accounting policies (continued) 

 
Taxation (continued) 
 
Deferred tax liabilities are recognized for taxable temporary differences associated with investments in subsidiaries and 
associates, and interests in joint ventures, except where the Company is able to control the reversal of the temporary 
difference and it is probable that the temporary difference will not reverse in the foreseeable future. Deferred tax assets 
arising from deductible temporary differences associated with such investments and interests are only recognized to 
the extent that it is probable that there will be sufficient taxable profits against which to utilize the benefits of the 
temporary differences and they are expected to reverse in the foreseeable future. 
 
The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to the extent 
that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered. 
 
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period in which the 
liability is settled or the asset realized, based on tax rates (and tax laws) that have been enacted or substantively 
enacted by the end of the reporting period. The measurement of deferred tax liabilities and assets reflects the tax 
consequences that would follow from the manner in which the Company expects, at the end of the reporting period, to 
recover or settle the carrying amount of its assets and liabilities. 
 
Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off tax assets against tax 
liabilities and when they relate to income taxes levied by the same taxation authority and the Company intends to settle 
its tax assets and liabilities on a net basis. 
 
Interest in mineral exploration and development properties 
Exploration and evaluation properties 
Once a license to explore an area has been secured, expenditures on exploration and evaluation activities, net of 
government assistance received and pre-production revenues, are capitalized to exploration and evaluation. 
Exploration and evaluation expenditures relate to the initial search for deposits with economic potential and to detailed 
assessments of deposits or other projects that have been identified as having economic potential. 
 
Once an economically viable reserve has been determined for an area and the decision to proceed with development 
has been approved, exploration and evaluation assets attributable to that area are first tested for impairment and then 
reclassified to construction in progress within mineral properties and deferred exploration expenditures. 
 
Subsequent recovery of the resulting carrying value depends on successful development or sale of the undeveloped 
project. If a project does not prove viable, all irrecoverable costs associated with the project net of any impairment 
provisions are written off. 
 
Development properties 

When economically viable reserves have been determined and the decision to proceed with development has been 
approved, the expenditures related to construction are capitalized as construction-in-progress and classified as a 
component of mineral properties and deferred exploration expenditures. Costs associated with the commissioning of 
new assets, in the period before they are operating in the way intended by management, are capitalized, net of any 
pre-production revenues. 
 
Interest on borrowings related to the construction and development of assets are capitalized until substantially all the 
activities required to make the asset ready for its intended use are complete. 
 
When a mine construction project moves into the production stage, the capitalization of certain mine construction costs 
ceases and costs are either regarded as inventory or expensed, except for costs which qualify for capitalization relating 
to mining asset additions or improvements, underground mine development or mineable reserve development. 
 
Depletion  
Accumulated mine development costs are depleted on a unit-of-production basis over the estimated economically 
recoverable reserves of the mine concerned. 
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4. Significant accounting policies (continued) 
 
Impairment of non-financial assets 

The carrying values of exploration and evaluation expenditures are assessed for impairment when indicators of such 
impairment exist. If any indication of impairment exists, an estimate of the asset’s recoverable amount is calculated. 
The recoverable amount is determined as the higher of the fair value less costs to sell for the asset and the asset’s 
value in use. 
 
Impairment is determined for an individual asset, unless the asset does not generate cash inflows that are largely 
independent of those from other assets or groups of assets. If this is the case, the individual assets of the Company 
are grouped together into cash generating units (“CGUs”) for impairment purposes. Such CGUs represent the lowest 
level for which there are separately identifiable cash inflows that are largely independent of the cash flows from other 
assets or other group of assets. This generally results in the Company evaluating its non-financial assets on a 
geographical basis. 
 
If the carrying amount of the asset exceeds its recoverable amount, the asset is impaired and an impairment loss is 
charged to the statement of loss so as to reduce the carrying amount to its recoverable amount. 
 
A previously recognized impairment loss is reversed only if there has been a change in the estimates used to determine 
the asset’s recoverable amount since the last impairment loss was recognized. If this is the case, the carrying amount 
of the asset is increased to its recoverable amount. The increased amount cannot exceed the carrying amount that 
would have been determined, net of depreciation or amortization, had no impairment loss been recognized for the asset 
in prior years. Such a  reversal is recognized in the statement of loss. 
 
Financial assets 
Financial assets within the scope of IAS 39 Financial Instruments: Recognition and Measurement are classified as 
financial assets at fair value through profit or loss, loans and receivables, held-to-maturity investments, available-for-
sale financial assets, or derivatives. The Company determines the classification of its financial assets at initial 
recognition. 
 
All financial assets are recognized initially at fair value plus, in the case of investments not at fair value through profit 
or loss, directly attributable transaction costs. 
 
Purchases or sales of financial assets that require delivery of assets within a time frame established by regulation or 
convention in the marketplace (regular way trades) are recognized on the trade date, (i.e., the date that the Company 
commits to purchase or sell the asset). 
 
Subsequent measurement 
The subsequent measurement of financial assets depends on their classification as follows: 
Financial assets at fair value through profit or loss includes financial assets held for trading and financial assets 
designated upon initial recognition at fair value through profit or loss. Financial assets are classified as held for trading 
if they are acquired for the purpose of selling or repurchasing in the near term. This category includes derivative financial 
instruments entered into by the Company that are not designated as hedging instruments in hedge relationships as 
defined by IAS 39. Derivatives, including separated embedded derivatives are also classified as held for trading unless 
they are designated as effective hedging instruments. Financial assets at fair value through profit or loss are carried in 
the statement of financial position at fair value with changes in fair value recognized in other gains and losses in the 
statement of loss. 
 
The Company evaluates its financial assets at fair value through profit and loss (held for trading) to determine whether 
the intent to sell them in the near term is still appropriate. When the Company is unable to trade these financial assets 
due to inactive markets and management’s intent to sell them in the foreseeable future significantly changes, the 
Company may elect, in rare circumstances, to reclassify these financial assets. The reclassification to loans and 
receivables, available-for-sale or held-to-maturity depends on the nature of the asset. This evaluation does not affect 
any financial assets designated at fair value through profit or loss using the fair value option at designation. 
 
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in 
an active market. After initial measurement, such financial assets are subsequently measured at amortized cost using 
the effective interest rate method (“EIR”), less impairment. Amortized cost is calculated by taking into account any 
discount or premium on acquisition and fees or costs that are an integral part of the EIR. The EIR amortization is 
included in finance income in the statement of loss. The losses arising from impairment are recognized in the statement 
of loss.  
 
Available-for-sale assets are those financial assets that are not classified as held-for-trading, held-to-maturity or loans 
and receivables, and are carried at fair value. Any gains or losses arising from the change in fair value are recorded as 
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other comprehensive income. Available-for-sale investments are written down to fair value through operations 
whenever it is necessary to reflect other than temporary impairment. Cumulative gains and losses arising upon the sale 
of the instrument are included in operations. Investments are designated between held-for-trading or available-for-sale 
based on management intentions with the investment. Regular way purchases and sales of financial assets are 
accounted for at the trade date. 
  
4. Significant accounting policies (continued) 

 
Financial assets (continued) 
 
Derecognition 

A financial asset is derecognized when: 
 

 The rights to receive cash flows from the asset have expired. 

 The Company has transferred its rights to receive cash flows from the asset or has assumed an obligation to 
pay the received cash flows in full without material delay to a third party under a ‘pass-through’ arrangement; 
and either: 
(a) the Company has transferred substantially all the risks and rewards of the asset; or  
(b) the Company has neither transferred nor retained substantially all the risks and rewards of the asset, but 
has transferred control of the asset. 

 
Impairment of financial assets 
The Company assesses at each reporting date whether there is any objective evidence that a financial asset or a group 
of financial assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if, and only if, 
there is objective evidence of impairment as a result of one or more events that have occurred after the initial recognition 
of the asset (an incurred ‘loss event’) and that loss event has an impact on the estimated future cash flows of the 
financial asset or the group of financial assets that can be reliably estimated. Evidence of impairment may include 
indications that the debtors or a group of debtors is experiencing significant financial difficulty, default or delinquency 
in interest or principal payments, the probability that they will enter bankruptcy or other financial reorganization and 
where observable data indicate that there is a measurable decrease in the estimated future cash flows, such as 
changes in arrears or economic conditions that correlate with defaults.  
 
Impairment of financial assets (continued) 
For financial assets carried at amortized cost, the Company first assesses individually whether objective evidence of 
impairment exists individually for financial assets that are individually significant, or collectively for financial assets that 
are not individually significant. If the Company determines that no objective evidence of impairment exists for an 
individually assessed financial asset, whether significant or not, it includes the asset in a group of financial assets with 
similar credit risk characteristics and collectively assesses them for impairment. Assets that are individually assessed 
for impairment and for which an impairment loss is, or continues to be, recognized are not included in a collective 
assessment of impairment. 
 
If there is objective evidence that an impairment loss has been incurred, the amount of the loss is measured as the 
difference between the asset’s carrying amount and the present value of estimated future cash flows (excluding future 
expected credit losses that have not yet been incurred). The present value of the estimated future cash flows is 
discounted at the financial asset’s original effective interest rate. If a loan has a variable interest rate, the discount rate 
for measuring any impairment loss is the current effective interest rate. 
 
The carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss is 
recognized in the statement of loss. Interest income continues to be accrued on the reduced carrying amount and is 
accrued using the rate of interest used to discount the future cash flows for the purpose of measuring the impairment 
loss. The interest income is recorded as part of finance income in the statement of loss. Loans together with the 
associated allowance are written off when there is no realistic prospect of future recovery and all collateral has been 
realized or has been transferred to the Company. If, in a subsequent year, the amount of the estimated impairment loss 
increases or decreases because of an event occurring after the impairment was recognized, the previously recognized 
impairment loss is increased or reduced by adjusting the allowance account. If a future write-off is later recovered, the 
recovery is credited to finance costs in the statement of loss. 
 
The present value of the estimated future cash flows is discounted at the financial asset’s original effective interest rate.  
 
Financial liabilities 
Initial recognition and measurement 
Financial liabilities within the scope of IAS 39 are classified as financial liabilities at fair value through profit or loss, 
other financial liabilities, or as derivatives designated as hedging instruments in an effective hedge, as appropriate. The 
Company determines the classification of its financial liabilities at initial recognition. 
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All financial liabilities are recognized initially at fair value, plus in the case of other financial liabilities, directly attributable 
transaction costs.  The Company’s financial liabilities are accounts payable and accrued liabilities. 
 
4. Significant accounting policies (continued) 
 
Financial liabilities (continued) 
 
Subsequent measurement 
The measurement of financial liabilities depends on their classification as follows: 
 
Financial liabilities at fair value through profit or loss include financial liabilities held for trading and financial liabilities 
designated upon initial recognition as fair value through profit or loss. 
 
Financial liabilities are classified as held for trading if they are acquired for the purpose of selling in the near term. This 
category includes derivative financial instruments entered into by the Company that are not designated as hedging 
instruments in hedge relationships as defined by IAS 39. Separated embedded derivatives are also classified as held 
for trading unless they are designated as effective hedging instruments. Gains or losses on liabilities held for trading 
are recognized in the statement of loss. The Company has not designated any financial liabilities upon initial recognition 
as at fair value through profit or loss. 
 
Other financial liabilities 
After initial recognition, other financial liabilities are subsequently measured at amortized cost using the EIR method. 
Gains and losses are recognized in the statement of loss when the liabilities are derecognized, as well as through the 
EIR amortization process. Amortized cost is calculated by taking into account any discount or premium on acquisition 
and fees or costs that are an integral part of the EIR. The EIR amortization is included in finance cost in the statement 
of loss. 
 
Derecognition 
A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expires. When 
an existing financial liability is replaced by another from the same lender on substantially lower terms, or the terms of 
an existing liability are substantially modified, such an exchange or modification is treated as a derecognition of the 
original liability and the recognition of a new liability, and the difference in the respective carrying amounts is recognized 
in the statement of loss. 
 
Offsetting of financial instruments 

Financial assets and financial liabilities are offset and the net amount reported in the statement of financial position if, 
and only if, there is a currently enforceable legal right to offset the recognized amounts and there is an intention to 
settle on a net basis, or to realize the assets and settle the liabilities simultaneously. 
 
Fair value of financial instruments 
The fair value of financial instruments that are traded in active markets at each reporting date is determined by reference 
to quoted market prices or dealer price quotations (bid price for long positions and ask price for short positions), without 
any deduction for transaction costs. 
 
For financial instruments not traded in an active market, the fair value is determined using appropriate valuation 
techniques. Such techniques may include using recent arm’s length market transactions; reference to the current fair 
value of another instrument that is substantially the same; discounted cash flow analysis or other valuation models. 
 
Provisions 
General 
Provisions are recognized when (a), the Company has a present obligation (legal or constructive) as a result of a past 
event, and (b), it is probable that an outflow of resources embodying economic benefits will be required to settle the 
obligation and a reliable estimate can be made of the amount of the obligation. The expense relating to any provision 
is presented in the statement of loss, net of any reimbursement. If the effect of the time value of money is material, 
provisions are discounted using a current pre-tax rate that reflects, where appropriate, the risks specific to the liability. 
Where discounting is used, the increase in the provision due to the passage of time is recognized as a finance cost. 
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4. Significant accounting policies (continued) 
 
Provisions (continued) 
 
Rehabilitation provision 
The Company records the present value of estimated costs of legal and constructive obligations required to restore 
operating locations in the period in which the obligation is incurred. The nature of these restoration activities includes 
dismantling and removing structures, rehabilitating mines and tailings dams, dismantling operating facilities, closure of 
plant and waste sites, and restoration, reclamation and re-vegetation of affected areas. 
 
The obligation generally arises when the asset is installed or the ground or environment is disturbed at the production 
location. When the liability is initially recognized, the present value of the estimated cost is capitalized by increasing 
the carrying amount of the related assets to the extent that it was incurred prior to the production of related ore. Over 
time, the discounted liability is increased for the change in present value based on the discount rates that reflect current 
market assessments and the risks specific to the liability. The periodic unwinding of the discount is recognized in the 
statement of loss as a finance cost. Additional disturbances or changes in rehabilitation costs will be recognized as 
additions or charges to the corresponding assets and rehabilitation liability when they occur. For closed sites, changes 
to estimated costs are recognized immediately in the statement of loss.  
 
Loss per share 

Loss per share is based on the weighted average number of common shares of the Company outstanding during the 
period. The diluted loss per share reflects the potential dilution of common share equivalents, such as outstanding 
share options and warrants, in the weighted average number of common shares outstanding during the period, if 
dilutive. During the years ended December 31, 2017 and 2016 all outstanding options were anti-dilutive and were 
therefore excluded from the diluted loss per share calculation.  
 
5. New accounting policies and pronouncements  

 
Certain pronouncements were issued by the IASB or the IFRIC that are mandatory for accounting periods commencing 
on or after January 1, 2018. Many are not applicable or do not have a significant impact to the Company and have 
therefore been excluded. The following have not yet been adopted and are being evaluated to determine their impact 
on the Company: 
IFRS 2- Share-based Payment (“IFRS 2”) was amended by the IASB in June 2016 to clarify the accounting for cash-
settled share-based payment transactions that include a performance condition, the classification of share-based 
payment transactions with net settlement features and the accounting for modifications of share-based payment 
transactions from cash-settled to equity-settled.  The amendments are effective for annual periods beginning on or after 
January 1, 2018, with earlier application permitted. 
IFRS 9 – Financial Instruments (“IFRS 9”) was issued by the IASB in November 2009 with additions in October 2010 
and May 2013 and will replace IAS 39 Financial Instruments: Recognition and Measurement (“IAS 39”). IFRS 9 uses a 
single approach to determine whether a financial asset is measured at amortized cost or fair value, replacing the 
multiple rules in IAS 39. The approach in IFRS 9 is based on how an entity manages its financial instruments in the 
context of its business model and the contractual cash flow characteristics of the financial assets. Most of the 
requirements in IAS 39 for classification and measurement of financial liabilities were carried forward unchanged to 
IFRS 9, except that an entity choosing to measure a financial liability at fair value will present the portion of any change 
in its fair value due to changes in the entity’s own credit risk in other comprehensive income, rather than within profit or 
loss. The new standard also requires a single impairment method to be used, replacing the multiple impairment 
methods in IAS 39. IFRS 9 is effective for annual periods beginning on or after January 1, 2018.  Earlier adoption is 
permitted. 
IAS 12- Income Taxes (“IAS 12”) was amended in January 2016 to clarify that, among other things, unrealized losses 
on debt instruments measured at fair value and measured at cost for tax purposes give rise to a deductible temporary 
difference regardless of whether the debt instrument’s holder expects to recover the carrying amount of the debt 
instrument by sale or by use; the carrying amount of an asset does not limit the estimation of probable future taxable 
profits; and estimates for future taxable profits exclude tax deductions resulting from the reversal of deductible 
temporary differences. 
During 2017, the Company adopted a number of new IFRS standards, interpretations, amendments and improvements 
of existing standards.  These included IFRS 7, IAS 1 and IAS 27.  These new standards and changes did not have any 
material impact on the Company’s financial statements. 
 
6. Loan and allowance 

 
On January 29, 2016, the Company terminated an amalgamation agreement (“Agreement”) with Chelsea Natural Gas 
Ltd., a British Columbia company, (“Chelsea CNG”) and 1028827 B.C. LTD., a British Columbia company and a wholly-
owned subsidiary of the Company, (“VVI Subco”), whereby the Company would have acquired all of the issued and 
outstanding shares of Chelsea CNG by way of a three-cornered amalgamation. The Company had provided Chelsea 



 

 00269211-9 79 

CNG with a $250,000 loan for working capital purposes. In connection with the termination, the Company has requested 
Chelsea CNG to pay back the loan. The Company has fully provided for this loan and has recorded a bad debt expense 
of $250,000 in the statement of loss for the year ended December 31, 2015. 
 
7. Share capital 

 
As at December 31, 2017 and 2016, the Company’s authorized number of common shares was unlimited without par 
value. 
 

 
 

On September 16, 2016, the Company completed a private placement of 2,000,000 common shares at a purchase 
price of $0.08 per share, for net proceeds of $158,808. 
 
On November 16, 2017, the Company completed a non-brokered private placement of 1,346,428 common shares at a 
purchase price of $0.14 per share, for net proceeds of $188,057.  
 
8. Share-based payments reserve 
 

Under the Company’s stock option plan (the “Plan”), the Company may grant to directors, officers, employees and 
consultants options to purchase shares of the Company. The Plan provides for the issuance of stock options to acquire 
up to 10% of the Company's issued and outstanding capital. The Plan is a rolling plan as the number of shares reserved 
for issuance pursuant to the grant of stock options will increase as the Company's issued and outstanding share capital 
increases. Options granted under the Plan will be for a term not to exceed 5 years. 
The Plan provides that it is solely within the discretion of the Board to determine who should receive stock options and 
in what amounts. In no case (calculated at the time of grant) shall the Plan result in: 
 

 The number of options granted in a 12-month period to any one consultant exceeding 2% of the issued shares 
of the Company; 

 The aggregate number of options granted in a 12-month period to any one individual exceeding 5% of the 
outstanding shares of the Company; 

 The number of options granted in a 12-month period to employees or consultants undertaking investor 
relations activities exceeding in aggregate 2% of the issued shares of the Company; 

 The aggregate number of common shares reserved for issuance to any one individual upon the exercise of 
options granted under the Plan or any previously established and outstanding stock option plans or grants 
exceeding 5% of the issued shares of the Company in any 12-month period. 

 
The following share-based payment arrangements were in existence during the current and prior reporting periods: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Number of Shares Amount

# $

Balance, December 31, 2015 16,473,219                336,896,958              

Private placement 2,000,000                  158,808                      

Balance, December 31, 2016 18,473,219                337,055,766              

Private placement 1,346,428                  188,057                      

Balance, December 31, 2017 19,819,647                337,243,823              
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8. Share-based payments reserve (continued) 

 
STOCK OPTIONS: 

 

 
 

The weighted average remaining contractual life of outstanding options as of December 31, 2017 is 4.46 years 
(December 31, 2016: 0.95 years).  During the year ended December 31, 2017, 91,875 options valued at $83,700 
expired and were recorded against deficit (year ended December 31, 2016: 3,125 options valued at $17,500). 
 
On August 22, 2017, the Company granted a total of 1,250,000 stock options to certain officers, directors and 
consultants of the Company pursuant to the Plan.  The stock options vest immediately and are exercised at a price of 
$0.14 per option for a period of five years from the date of grant. 
 
9. Financial instruments 

 
Financial assets and financial liabilities as at December 31, 2017 and 2016 were as follows: 
 

 
 

The carrying value of accounts payable and accrued liabilities reflected in the statement of financial position approximate fair value 

because of the limited term of these instruments.  

 
 
 
 
 
 
 

 No. of 

options 

 Weighted 

Average 

Exercise Price 

 Value of 

options 

 #  $  $ 

December 31, 2015 151,250        0.89                 132,700        

Expired (3,125)           6.40                 (17,500)         

December 31, 2016 148,125        0.89                 115,200        

Expired (91,875)         0.94                 (83,700)         

Granted 1,250,000     0.14                 175,000        

December 31, 2017 1,306,250     0.17                 206,500        

 No. 

outstanding 

 No. 

exercisable Grant date Expiry date

 Exercise 

price 

 Fair value at 

grant date 

Expected 

volatility

 Expected 

life (yrs) 

Expected 

dividend 

yield

Risk-free 

interest 

rate

6,250          6,250            2-May-13 18-Jan-18 0.80$     14,000$          190% 5.00        0% 1.15%

50,000        50,000          2-May-13 2-May-18 0.80$     31,500$          190% 5.00        0% 1.15%

1,250,000   1,250,000     22-Aug-17 22-Aug-22 0.14$     175,000$        202% 5.00        0% 1.53%

1,306,250   1,306,250     206,500$        

December 31, 2017

 Cash, loans and 

receivables 

 Financial 

liabilities TOTAL

 $ $ $

Cash 9,417                      -                9,417             

Accounts payable and accrued liabilities -                          766,440       766,440         

December 31, 2016

 Cash, loans and 

receivables 

 Financial 

liabilities TOTAL

 $ $ $

Cash 91,478                   -                91,478           

Accounts payable and accrued liabilities -                          372,513       372,513         
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9. Financial instruments (continued) 

 

The Company's risk exposure and the impact on the Company's financial instruments are summarized below.  There 
have been no significant changes in the risks, objectives, policies and procedures for managing risk during the years 
ended December 31, 2017 and 2016. 
 

Liquidity risk 

The Company's approach to managing liquidity risk is to ensure that it will have sufficient liquidity to meet liabilities 
when due.  As at December 31, 2017, the Company had a cash balance of $9,417 (December 31, 2016:  $91,478) to 
settle current liabilities of $766,440 (December 31, 2016: $372,513). The Company's financial liabilities at 
December 31, 2017 and 2016 generally have contractual maturities of less than 30 days and are subject to normal 
trade terms.  
 
Market risk 
 
(a) Interest rate risk 
 
The Company has cash balances at December 31, 2017 and 2016. The Company's current policy is to invest excess 
cash in investment-grade short-term deposit certificates issued by its banking institutions. The Company 
periodically monitors the investments it makes and is satisfied with the credit ratings of its banks.  The Company 
considers interest rate risk to be minimal as investments are short term, the Company does not carry interest-bearing 
debt, and expects future financings will be primarily secured from private placements. 
 
(b) Foreign currency risk 
 
The Company's functional currency is the Canadian dollar and major purchases are transacted in Canadian dollars. 
The Company does not carry significant balances in foreign currencies that would give rise to a significant foreign 
currency risk.  
 

(c)  Fair value 
 
A fair value hierarchy prioritizes the methods and assumptions used to develop fair value measurements for those 
financial assets where fair value is recognized on the balance sheet.  These have been prioritized into three levels: 
 
Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities. 
Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either 

directly or indirectly.  
Level 3:  Inputs for the asset or liability that are not based on observable market data. 
 
Fair value amounts represent point-in-time estimates and may not reflect fair value in the future. The measurements 
are subjective in nature, involve uncertainties and are a matter of significant judgment.  At December 31, 2017 and 
2016, the Company has financial instruments that are carried at fair value. 
 
10.   Accounts payable and accrued liabilities 
 

 
 
11.   Capital management 

 
The Company manages and adjusts its capital structure based on available funds in order to support the acquisition, 
exploration and development of mineral properties. The Board of Directors does not establish quantitative return on 
capital criteria for management, but rather relies on the expertise of the Company's management to sustain future 
development of the business.  The Company considers its capital to consist of share capital and stock options. 

 

 

December 31, December 31,

2017 2016

Trade payables 639,440$         347,513$         

Accruals 127,000           25,000              

766,440$         372,513$         
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11.   Capital management (continued) 

Management reviews its capital management approach on an ongoing basis and believes that this approach, given the 
relative size of the Company, is reasonable. 

The Company's capital management objectives, policies and processes have remained unchanged during the years 
ended December 31, 2017 and 2016. The Company is not subject to any capital requirements imposed by a lending 
institution or regulatory body. 
 
12. Related party disclosures 
 
Compensation of key management personnel of the Company 
 
The remuneration of directors and other members of key management personnel during the year were as follows:  
 

 
 
In accordance with IAS 24, key management personnel are those persons having authority and responsibility for 
planning, directing and controlling the activities of the Company directly or indirectly, including any directors (executive 
and non-executive) of the Company.  The remuneration of directors and key executives is determined by the Board of 
Directors having regard to the performance of individuals and  market trends.   
 
On August 28, 2017, Mr. Greg Duras resigned as Chief Financial Officer, and Mr. Ryan Ptolemy was appointed. 
 
The Company shares office space, resources and certain services with other corporations.  The costs associated with 
these services, including the provision of office equipment and supplies, and certain other services, are administered 
by 2227929 Ontario Inc, to whom the Company pays a monthly fee.  For the year ended December 31, 2017, the 
Company was charged approximately $135,000 for these and other services (December 31, 2016: $145,074).  A former 
director of the Company is currently a director of 2227929 Ontario Inc.  As at December 31, 2017, $464,482 was owed 
to 2227929 Ontario Inc. (December 31, 2016: $311,848).  In connection with the November 16, 2017 private placement, 
2227929 Ontario Inc. subscribed for 1,071,428 units of the Company for total proceeds of $150,000. 

 
The Executive Chairman of Forbes & Manhattan, Inc. (“F&M”), a corporation that provides administrative and consulting 
services to the Company, including but not limited to strategic planning and business development, is an insider of the 
Company.  F&M charges the Company a monthly consulting fee of $10,000.  As at December 31, 2017, $271,200 was 
owed to F&M (December 31, 2016 - $Nil). 
 

13. Commitments and contingencies 
 
Management contracts 
The Company is party to certain management contracts.  These contracts contain clauses requiring additional 
payments of up to approximately $360,000 be made upon the occurrence of certain events such as management 
contract termination and a change of control.  As a triggering event has not taken place, the contingent payments have 
not been reflected in these financial statements.  Minimum commitments remaining under these contracts were 
approximately $127,500, all due within one year.  
 
Environment 
The Company’s exploration activities are subject to various law and regulations governing the protection of the 
environment.  These laws and regulations are continually changing and generally becoming more restrictive. The 
Company believes its operations are materially in compliance with all applicable laws and regulations.  The Company 
has made, and expects to make in the future, expenditures to comply with such laws and regulations.  
Discontinued operations 
The Company has discontinued mining operations in various jurisdictions and has sold, dispersed of, or written down 
the carrying value of the related assets to nominal amounts. An estimate of the total liability, if any, for which the 
Company might become obligated as a result of its role as operator, guarantor, or indemnifier is not determinable, nor 
expected to be material, and no amount has been provided for in these financial statements. 

 

 

2017 2016

Short-term benefits 20,000$                30,000$                

Termination payments 100,000                -$                      

Share-based payments 105,000                -                         

Year ended December 31,
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14. Income taxes 

 
a) Provision for Income Taxes 
 
Major items causing the Company's effective income tax rate to differ from the combined Canadian federal and 
provincial statutory rate of 26.5% (2016 - 26.5%) were as follows: 
 

 
b) Deferred Income Tax 
 
Deferred income tax assets have not been recognized in respect of the following deductible temporary differences: 
 

 
The non-capital tax losses expire from 2026 to 2037.  The other temporary differences do not expire under current 
legislation. 

 
Deferred tax assets have not been recognized in respect of these items because it is not probable that future taxable 
profit will be available against which the Company can use the benefits. 
 
The Company has approximately $9,547,000 of non-capital losses in Canada which under certain circumstances can 
be used to reduce the taxable income of future years.  These losses expire in the following periods: 
 

Year $ 

2026             582,000  

2027         1,115,000  

2028         1,440,000  

2029             877,000  

2030             831,000  

2031         1,173,000  

2032         1,235,000  

2033             728,000  

2034             540,000  

2035             241,000  

2036             168,000  

2037             617,000  

         9,547,000  

 

2017 2016

$ $

(Loss) before income taxes (788,263)          (163,237)      

Expected income tax (recovery) based on statutory rate 209,000           43,000          

Adjustment to expected income tax benefit:

Expenses not deductible for tax purposes (46,000)            -                 

Change in benefit of tax assets not recognized (163,000)          (43,000)         

Deferred income tax recovery -                    -                 

2017 2016

$ $

Non-capital loss carry-forwards 9,547,000        8,930,000    

Capital losses and investments 85,530,000     86,918,000  

Share issue costs 6,000                10,000          

Mineral property costs 3,122,000        3,122,000    

Other temporary differences 176,000           176,000        

Total 98,381,000     99,156,000  



 

 00269211-9 84 

15. Subsequent events 

 
On February 8, 2018, EarthRenew initiated engineering work to restart sustainable electricity production at its 

Strathmore, Alberta plant.  As currently configured, management of EarthRenew expects the Strathmore Plant to be 
capable of producing up to four megawatts per hour of low cost electricity powered by a natural gas fired industrial 

sized Rolls Royce turbine.  EarthRenew intends to have electricity production back online by the end of April 2018 
following the completion of minor upgrades and permit renewal (see Note 1). 

 
On February 14, 2018, EarthRenew reported the purchase of 20 Antminer S9 mining rigs expected to be used to 

commence Bitcoin mining activities at the Strathmore Plant. (see Note 1).
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INDEPENDENT AUDITOR’S REPORT 
 

To the Shareholders of Valencia Ventures Inc. 
 
We have audited the accompanying financial statements of Valencia Ventures Inc., which comprise the statements of financial 
position as at December 31, 2016 and 2015, and the statements of loss and comprehensive loss, statements of changes in equity 
(deficiency), and statements of cash flows for the years then ended, and a summary of significant accounting policies and other 
explanatory information. 
 
Management's Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in accordance with International 
Financial Reporting Standards and for such internal control as management determines is necessary to enable the preparation of 
financial statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits in 
accordance with Canadian generally accepted auditing standards. Those standards require that we comply with ethical 
requirements and plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from 
material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. 
The procedures selected depend on the auditor's judgment, including the assessment of the risks of material misstatement of the 
financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control 
relevant to the entity's preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal 
control.  An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting 
estimates made by management, as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.  
 
Opinion  
In our opinion, the financial statements present fairly, in all material respects, the financial position of Valencia Ventures Inc. as at 
December 31, 2016 and 2015, and its financial performance and its cash flows for the years then ended in accordance with 
International Financial Reporting Standards. 
 
Emphasis of Matter  
Without qualifying our opinion, we draw attention to Note 1 in the financial statements which indicates that Valencia Ventures Inc. 
has continuing losses during the year ended December 31, 2016 and has negative working capital as at December 31, 2016.  
These conditions along with other matters set forth in Note 1 indicate the existence of material uncertainties which cast significant 
doubt about the ability of Valencia Ventures Inc. to continue as a going concern. 
 
 UHY McGovern Hurley LLP 

  
 Chartered Professional Accountants 
 Licensed Public Accountants 
Toronto, Canada 
April 28, 2017 

 



Valencia Ventures Inc. 
Statements of Financial Position 
As at: 
(Expressed in Canadian dollars) 

 
 

The accompanying notes are an integral part of these financial statements. 
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Approved on behalf of the Board of Directors on  April 28, 2017: 
 
 
“Damian Lopez”         “Tito Gandhi” 

Director  Director 
 
 
 

December 31, December 31,

Notes 2016 2015

ASSETS

Current assets:

Cash 91,478$             27,959$             

Amounts receivable 369                     5,959                 

Prepaid expenses 2,160                 4,536                 

TOTAL ASSETS 94,007$             38,454$             

LIABILITIES AND DEFICIENCY

Current liabilities:

Accounts payable and accrued liabilities 372,513$          312,531$          

Total liabilities 372,513             312,531             

Deficiency:

Share capital 7 337,055,766     336,896,958     

Share-based payments reserve 8 115,200             132,700             

Deficit (337,449,472)   (337,303,735)   

Total (deficiency) (278,506)           (274,077)           

TOTAL LIABILITIES AND EQUITY 94,007$             38,454$             

Nature of operations and going concern 1

Commitments and contingencies 12



Valencia Ventures Inc. 
Statements of Loss and Comprehensive Loss 
For the years ended December 31, 
(Expressed in Canadian dollars) 

 
 

The accompanying notes are an integral part of these financial statements. 
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Notes 2016 2015

Expenses

Consulting and management fees 11 47,329$        102,487$       

Professional fees 23,380          38,030           

Shareholder communications and filing fees 81,414          43,117           

General and administrative expenses 11,237          53,283           

Bad debt expense 6 -                     250,000         

Interest (income) (123)              (216)                

Net loss and comprehensive loss (163,237)$    (486,701)$     

Loss per share

Basic and diluted loss per share (0.01)$           (0.03)$            

Weighted average number of common shares outstanding:

Basic and diluted 18,473,219  16,473,219   



Valencia Ventures Inc. 
Statements of Changes in Equity/(Deficiency) 
Expressed in Canadian dollars 

 
 

The accompanying notes are an integral part of these financial statements. 
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 Note 

 Share-based 

payments reserve  Deficit 

 Total equity/ 

(deficiency) 

No. $ $ $ $

Balance, December 31, 2015 16,473,219     336,896,958   132,700               (337,303,735) (274,077)        

Private placement, net of issue costs 7 2,000,000       158,808          -                       -                 158,808          

Expiry of stock options 8 -                 -                 (17,500)                17,500            -                 

Net loss for the year -                 -                 -                       (163,237)        (163,237)        

Balance, December 31, 2016 18,473,219     337,055,766   115,200               (337,449,472) (278,506)        

Balance, December 31, 2014 16,473,219 336,896,958 249,950               (336,934,284) 212,624          

Expiry of stock options 8 -                 -                 (117,250)              117,250          -                 

Net loss for the year -                 -                 -                       (486,701)        (486,701)        

Balance, December 31, 2015 16,473,219     336,896,958   132,700               (337,303,735) (274,077)        

Share capital



Valencia Ventures Inc. 
Statements of Cash Flows 
For the years ended December 31, 
(Expressed in Canadian dollars) 

 
 

The accompanying notes are an integral part of these financial statements. 
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Notes 2016 2015

Cash provided by (used in) 


Operating activities:

Net loss (163,237)$       (486,701)$       

Bad debt expense 6 -                    250,000           

Working capital adjustments:

Change in amounts receivable 5,590                (1,154)              

Change in prepaid expenses 2,376                5,758                

Change in accounts payable and accrued liabilities 59,982             162,756           

Net cash used in operating activities (95,289)            (69,341)            

Investing activities:

Short-term loan to Chelsea CNG 6 -                    (250,000)          

Net cash used in investing activities -                    (250,000)          

Financing activities:

Private placement 7 158,808           -                    

Net cash provided by financing activities 158,808           -                    

Change in cash 63,519             (319,341)          

Cash, beginning of the year 27,959             347,300           

Cash, end of the year 91,478$           27,959$           
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1.  Nature of operations and going concern 
 

Valencia Ventures Inc. (the "Company" or “Valencia”) is primarily engaged in the acquisition, exploration and evaluation 
of mineral properties in Canada. The Company currently has no interests in exploration and evaluation properties.  The 
registered head office of the Company is located at 65 Queen Street West, Suite 815, Toronto, Ontario, Canada, M5H 
2M5. 
 
The Company’s shares are listed on the NEX Board of the TSX Venture Exchange (“NEX”). The financial statements 
of the Company for the years ended December 31, 2016 and 2015 were reviewed, approved and authorized for issue 
by the Board of Directors on April 28, 2017. 
 
The business of exploring for minerals involves a high degree of risk and there can be no assurance that current 
operations, including exploration and evaluation programs will result in profitable mining operations.  The Company's 
continued existence is dependent upon the preservation of its interest in its underlying properties, the discovery of 
economically recoverable reserves, the achievement of profitable operations, and the ability of the Company to raise 
additional financing, if necessary, or alternatively upon the Company's ability to dispose of its interests on an 
advantageous basis.   
 
The Company has a need for equity capital and financing for working capital and the exploration and evaluation 
activities.  The Company’s continuance as a going concern is dependent upon its ability to obtain adequate financing 
and to reach profitable levels of operation.  Because of continuing operating losses, negative working capital and a 
cumulative deficit as at December 31, 2016, there are material uncertainties which cast significant doubt about the 
Company’s ability to continue as a going concern. It is not possible to predict whether financing efforts will be successful 
or if the Company will attain profitable levels of operation. These financial statements do not include the adjustments 
that would be necessary should the company be unable to continue as a going concern. Such adjustments could be 
material. 
 
2. Basis of preparation 
 
Statement of compliance 

 
These financial statements have been prepared in accordance with International Financial Reporting Standards 
(“IFRS”), as issued by the International Accounting Standards Board (“IASB”) and have been prepared in accordance 
with accounting policies based on IFRS standards and International Financial Reporting Interpretation Committee 
(“IFRIC”) interpretations.  The policies set out in Note 4 were consistently applied to all the periods presented unless 
otherwise noted. 
 

These financial statements have been prepared on a historical cost basis.  In addition these financial statements have 
been prepared using the accrual basis of accounting, except for cash flow information, and  are presented in Canadian 
dollars unless otherwise noted. 
 
3. Critical accounting judgements and estimation uncertainties 
 

The preparation of financial statements in conformity with IFRS requires the  Company’s management to make 
judgments, estimates and assumptions about  future events that affect the amounts  reported in the financial statements 
and related notes to the financial statements.  Although these estimates are based on management’s best knowledge 
of the amount, event or actions, actual results may differ from those estimates and these differences could be material.  
The areas which require management to make significant judgments, estimates and assumptions in determining 
carrying values include, but are not limited to: 
 

- Assets’ carrying values and impairment changes 
In the determination of carrying values and impairment changes, management looks at the higher of recoverable 
amount or fair value less costs to sell in the case of assets and at objective evidence significant or prolonged 
decline of fair value on financial assets indicating impairment. These determinations and their individual 
assumptions require that management make a decision based on the best available information at each reporting 
period. 
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3. Critical accounting judgements and estimation uncertainties (continued) 
 

- Income, value added, withholding and other taxes   
The Company is subject to income, value added, withholding and other taxes.  Significant judgment is required in 
determining the  Company’s provisions for taxes.  There are many transactions and calculations for which the 
ultimate tax determination is uncertain during the ordinary course of business.  The Company recognizes liabilities 
for anticipated tax audit issues based on estimates of whether additional taxes will be due.  The determination of 
the Company’s income, value added, withholding and other tax liabilities requires interpretation of complex laws 
and regulations.  The Company’s interpretation of taxation law as applied to transactions and activities may not 
coincide with the interpretation of the tax authorities.  All tax related filings are subject to government audit and 
potential reassessment subsequent to the financial statement reporting period.  Where the final tax outcome of 
these matters is different from the amounts that were initially recorded, such differences will impact the tax related 
accruals and deferred income tax provisions in the period in which such determination is made. 
- Share-based payments 
Management determines costs for share-based payments using market-based valuation techniques. The fair value 
of the market-based and performance-based share awards are determined at the date of grant using generally 
accepted valuation techniques. Assumptions are made and judgment used in applying valuation techniques. These 
assumptions and judgments include estimating the future volatility of the stock price, expected dividend yield, future 
employee turnover rates and future employee stock option exercise behaviors and corporate performance. Such 
judgments and assumptions are inherently uncertain. Changes in these assumptions affect the fair value 
estimates. 
 

4. Significant accounting policies 
 
Foreign currency translation 
The Company's functional and presentation currency is the Canadian dollar.  In preparing the financial statements, 
transactions in currencies other than the entity’s functional currency (“foreign currencies”) are recognized at the rates 
of exchange prevailing at the dates of the transactions. At the end of each reporting period, monetary items 
denominated in foreign currencies are retranslated at the rates prevailing at that date.  
 
Foreign exchange gains and losses are presented in the statement of loss within “other (income)/losses”. 
 
Share-based payments  
Equity-settled, share-based payments to employees and others providing similar services are measured at the fair 
value of the equity instruments at the grant date. Details regarding the determination of the fair value of transactions 
are set out in the share-based payment note (Note 8).  
 
The fair value is measured at grant date and each tranche is recognized on a graded-vesting basis over the period in 
which options vest.  At the end of each reporting period, the Company revises its estimate of the number of equity 
instruments expected to vest. The impact of the revision of the original estimates, if any, is recognized in profit or loss 
such that the cumulative expense reflects the revised estimate, with a corresponding adjustment to share-based 
payment reserve. 
 
Equity-settled, share-based payment transactions with parties other than employees are measured at the fair value of 
the goods or services received, except where that fair value cannot be estimated reliably, in which case they are 
measured at the fair value of the equity instruments granted at the date the entity obtains the goods or the counterparty 
renders the service.  For those options that expire after vesting, the recorded value is transferred to deficit. 
 
Taxation 
Current tax 
Income tax expense represents the sum of the tax currently payable and deferred tax. The tax currently payable is 
based on taxable profit for the year. Taxable profit differs from profit as reported in the statement of loss because of 
items of income or expense that are taxable or deductible in other years and items that are never taxable or deductible. 
The Company’s liability for current tax is calculated using tax rates that have been enacted or substantively enacted by 
the end of the reporting period. 

Deferred tax 

Deferred tax is recognized on temporary differences between the carrying amounts of assets and liabilities in the 
financial statements and the corresponding tax bases used in the computation of taxable profit. Deferred tax liabilities 
are generally recognized for all taxable temporary differences. Deferred tax assets are generally recognized for all 
deductible temporary differences to the extent that it is probable that taxable profits will be available against which 
those deductible temporary differences can be utilized. Such deferred tax assets and liabilities are not recognized if the 
temporary difference arises from goodwill or from the initial recognition (other than in a business combination) of other 
assets and liabilities in a transaction that affects neither taxable profit nor accounting profit. 
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4. Significant accounting policies (continued) 

 
Deferred tax liabilities are recognized for taxable temporary differences associated with investments in subsidiaries and 
associates, and interests in joint ventures, except where the Company is able to control the reversal of the temporary 
difference and it is probable that the temporary difference will not reverse in the foreseeable future. Deferred tax assets 
arising from deductible temporary differences associated with such investments and interests are only recognized to 
the extent that it is probable that there will be sufficient taxable profits against which to utilize the benefits of the 
temporary differences and they are expected to reverse in the foreseeable future. 
 
The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to the extent 
that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered. 
 
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period in which the 
liability is settled or the asset realized, based on tax rates (and tax laws) that have been enacted or substantively 
enacted by the end of the reporting period. The measurement of deferred tax liabilities and assets reflects the tax 
consequences that would follow from the manner in which the Company expects, at the end of the reporting period, to 
recover or settle the carrying amount of its assets and liabilities. 
 
Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off tax assets against tax 
liabilities and when they relate to income taxes levied by the same taxation authority and the Company intends to settle 
its tax assets and liabilities on a net basis. 
 
Interest in mineral exploration and development properties 
Exploration and evaluation properties 
Once a license to explore an area has been secured, expenditures on exploration and evaluation activities, net of 
government assistance received and pre-production revenues, are capitalized to exploration and evaluation. 
Exploration and evaluation expenditures relate to the initial search for deposits with economic potential and to detailed 
assessments of deposits or other projects that have been identified as having economic potential. 
 
Once an economically viable reserve has been determined for an area and the decision to proceed with development 
has been approved, exploration and evaluation assets attributable to that area are first tested for impairment and then 
reclassified to construction in progress within mineral properties and deferred exploration expenditures. 
 
Subsequent recovery of the resulting carrying value depends on successful development or sale of the undeveloped 
project. If a project does not prove viable, all irrecoverable costs associated with the project net of any impairment 
provisions are written off. 
 
Development properties 
When economically viable reserves have been determined and the decision to proceed with development has been 
approved, the expenditures related to construction are capitalized as construction-in-progress and classified as a 
component of mineral properties and deferred exploration expenditures. Costs associated with the commissioning of 
new assets, in the period before they are operating in the way intended by management, are capitalized, net of any 
pre-production revenues. 
 
Interest on borrowings related to the construction and development of assets are capitalized until substantially all the 
activities required to make the asset ready for its intended use are complete. 
 
When a mine construction project moves into the production stage, the capitalization of certain mine construction costs 
ceases and costs are either regarded as inventory or expensed, except for costs which qualify for capitalization relating 
to mining asset additions or improvements, underground mine development or mineable reserve development. 
 
Depletion  

Accumulated mine development costs are depleted on a unit-of-production basis over the estimated economically 
recoverable reserves of the mine concerned. 
 
Impairment of non-financial assets 

The carrying values of exploration and evaluation expenditures are assessed for impairment when indicators of such 
impairment exist. If any indication of impairment exists, an estimate of the asset’s recoverable amount is calculated. 
The recoverable amount is determined as the higher of the fair value less costs to sell for the asset and the asset’s 
value in use. 
 
Impairment is determined for an individual asset, unless the asset does not generate cash inflows that are largely 
independent of those from other assets or groups of assets. If this is the case, the individual assets of the Company 
are grouped together into cash generating units (“CGUs”) for impairment purposes. Such CGUs represent the lowest 
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level for which there are separately identifiable cash inflows that are largely independent of the cash flows from other 
assets or other group of assets. This generally results in the Company evaluating its non-financial assets on a 
geographical basis. 
 
4. Significant accounting policies (continued) 

 
If the carrying amount of the asset exceeds its recoverable amount, the asset is impaired and an impairment loss is 
charged to the statement of loss so as to reduce the carrying amount to its recoverable amount. 
 
A previously recognized impairment loss is reversed only if there has been a change in the estimates used to determine 
the asset’s recoverable amount since the last impairment loss was recognized. If this is the case, the carrying amount 
of the asset is increased to its recoverable amount. The increased amount cannot exceed the carrying amount that 
would have been determined, net of depreciation or amortization, had no impairment loss been recognized for the asset 
in prior years. Such a  reversal is recognized in the statement of loss. 
 
Financial assets 
Financial assets within the scope of IAS 39 Financial Instruments: Recognition and Measurement are classified as 
financial assets at fair value through profit or loss, loans and receivables, held-to-maturity investments, available-for-
sale financial assets, or derivatives. The Company determines the classification of its financial assets at initial 
recognition. 
 
All financial assets are recognized initially at fair value plus, in the case of investments not at fair value through profit 
or loss, directly attributable transaction costs. 
 
Purchases or sales of financial assets that require delivery of assets within a time frame established by regulation or 
convention in the marketplace (regular way trades) are recognized on the trade date, (i.e., the date that the Company 
commits to purchase or sell the asset). 
 
Subsequent measurement 
The subsequent measurement of financial assets depends on their classification as follows: 
Financial assets at fair value through profit or loss includes financial assets held for trading and financial assets 
designated upon initial recognition at fair value through profit or loss. Financial assets are classified as held for trading 
if they are acquired for the purpose of selling or repurchasing in the near term. This category includes derivative financial 
instruments entered into by the Company that are not designated as hedging instruments in hedge relationships as 
defined by IAS 39. Derivatives, including separated embedded derivatives are also classified as held for trading unless 
they are designated as effective hedging instruments. Financial assets at fair value through profit or loss are carried in 
the statement of financial position at fair value with changes in fair value recognized in other gains and losses in the 
statement of loss. 
 
The Company evaluates its financial assets at fair value through profit and loss (held for trading) to determine whether 
the intent to sell them in the near term is still appropriate. When the Company is unable to trade these financial assets 
due to inactive markets and management’s intent to sell them in the foreseeable future significantly changes, the 
Company may elect, in rare circumstances, to reclassify these financial assets. The reclassification to loans and 
receivables, available-for-sale or held-to-maturity depends on the nature of the asset. This evaluation does not affect 
any financial assets designated at fair value through profit or loss using the fair value option at designation. 
 
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in 
an active market. After initial measurement, such financial assets are subsequently measured at amortized cost using 
the effective interest rate method (“EIR”), less impairment. Amortized cost is calculated by taking into account any 
discount or premium on acquisition and fees or costs that are an integral part of the EIR. The EIR amortization is 
included in finance income in the statement of loss. The losses arising from impairment are recognized in the statement 
of loss.  
 
Available-for-sale assets are those financial assets that are not classified as held-for-trading, held-to-maturity or loans 
and receivables, and are carried at fair value. Any gains or losses arising from the change in fair value are recorded as 
other comprehensive income. Available-for-sale investments are written down to fair value through operations 
whenever it is necessary to reflect other than temporary impairment. Cumulative gains and losses arising upon the sale 
of the instrument are included in operations. Investments are designated between held-for-trading or available-for-sale 
based on management intentions with the investment. Regular way purchases and sales of financial assets are 
accounted for at the trade date.  
 
Derecognition 
A financial asset is derecognized when: 
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 The rights to receive cash flows from the asset have expired. 

 The Company has transferred its rights to receive cash flows from the asset or has assumed an obligation to 
pay the received cash flows in full without material delay to a third party under a ‘pass-through’ arrangement; 
and either: 
(a) the Company has transferred substantially all the risks and rewards of the asset; or  
(b) the Company has neither transferred nor retained substantially all the risks and rewards of the asset, but 
has transferred control of the asset. 

 
4. Significant accounting policies (continued) 
 
Impairment of financial assets 
The Company assesses at each reporting date whether there is any objective evidence that a financial asset or a group 
of financial assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if, and only if, 
there is objective evidence of impairment as a result of one or more events that have occurred after the initial recognition 
of the asset (an incurred ‘loss event’) and that loss event has an impact on the estimated future cash flows of the 
financial asset or the group of financial assets that can be reliably estimated. Evidence of impairment may include 
indications that the debtors or a group of debtors is experiencing significant financial difficulty, default or delinquency 
in interest or principal payments, the probability that they will enter bankruptcy or other financial reorganization and 
where observable data indicate that there is a measurable decrease in the estimated future cash flows, such as 
changes in arrears or economic conditions that correlate with defaults.  
 
For financial assets carried at amortized cost, the Company first assesses individually whether objective evidence of 
impairment exists individually for financial assets that are individually significant, or collectively for financial assets that 
are not individually significant. If the Company determines that no objective evidence of impairment exists for an 
individually assessed financial asset, whether significant or not, it includes the asset in a group of financial assets with 
similar credit risk characteristics and collectively assesses them for impairment. Assets that are individually assessed 
for impairment and for which an impairment loss is, or continues to be, recognized are not included in a collective 
assessment of impairment. 
 
If there is objective evidence that an impairment loss has been incurred, the amount of the loss is measured as the 
difference between the asset’s carrying amount and the present value of estimated future cash flows (excluding future 
expected credit losses that have not yet been incurred). The present value of the estimated future cash flows is 
discounted at the financial asset’s original effective interest rate. If a loan has a variable interest rate, the discount rate 
for measuring any impairment loss is the current effective interest rate. 
 
The carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss is 
recognized in the statement of loss. Interest income continues to be accrued on the reduced carrying amount and is 
accrued using the rate of interest used to discount the future cash flows for the purpose of measuring the impairment 
loss. The interest income is recorded as part of finance income in the statement of loss. Loans together with the 
associated allowance are written off when there is no realistic prospect of future recovery and all collateral has been 
realized or has been transferred to the Company. If, in a subsequent year, the amount of the estimated impairment loss 
increases or decreases because of an event occurring after the impairment was recognized, the previously recognized 
impairment loss is increased or reduced by adjusting the allowance account. If a future write-off is later recovered, the 
recovery is credited to finance costs in the statement of loss. 
 
The present value of the estimated future cash flows is discounted at the financial asset’s original effective interest rate.  
 
Financial liabilities 
Initial recognition and measurement 
Financial liabilities within the scope of IAS 39 are classified as financial liabilities at fair value through profit or loss, 
other financial liabilities, or as derivatives designated as hedging instruments in an effective hedge, as appropriate. The 
Company determines the classification of its financial liabilities at initial recognition. 
 
All financial liabilities are recognized initially at fair value, plus in the case of other financial liabilities, directly attributable 
transaction costs.  The Company’s financial liabilities are accounts payable and accrued liabilities. 
 
Subsequent measurement 
The measurement of financial liabilities depends on their classification as follows: 
 
Financial liabilities at fair value through profit or loss include financial liabilities held for trading and financial liabilities 
designated upon initial recognition as fair value through profit or loss. 
 
Financial liabilities are classified as held for trading if they are acquired for the purpose of selling in the near term. This 
category includes derivative financial instruments entered into by the Company that are not designated as hedging 
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instruments in hedge relationships as defined by IAS 39. Separated embedded derivatives are also classified as held 
for trading unless they are designated as effective hedging instruments. Gains or losses on liabilities held for trading 
are recognized in the statement of loss. The Company has not designated any financial liabilities upon initial recognition 
as at fair value through profit or loss. 
 
Other financial liabilities 
After initial recognition, other financial liabilities are subsequently measured at amortized cost using the EIR method. 
Gains and losses are recognized in the statement of loss when the liabilities are derecognized, as well as through the 
EIR amortization process. Amortized cost is calculated by taking into account any discount or premium on acquisition 
and fees or costs that are an integral part of the EIR. The EIR amortization is included in finance cost in the statement 
of loss. 
 
4. Significant accounting policies (continued) 
 
Derecognition 

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expires. When 
an existing financial liability is replaced by another from the same lender on substantially lower terms, or the terms of 
an existing liability are substantially modified, such an exchange or modification is treated as a derecognition of the 
original liability and the recognition of a new liability, and the difference in the respective carrying amounts is recognized 
in the statement of loss. 
 
Offsetting of financial instruments 
Financial assets and financial liabilities are offset and the net amount reported in the statement of financial position if, 
and only if, there is a currently enforceable legal right to offset the recognized amounts and there is an intention to 
settle on a net basis, or to realize the assets and settle the liabilities simultaneously. 
 
Fair value of financial instruments 

The fair value of financial instruments that are traded in active markets at each reporting date is determined by reference 
to quoted market prices or dealer price quotations (bid price for long positions and ask price for short positions), without 
any deduction for transaction costs. 
 
For financial instruments not traded in an active market, the fair value is determined using appropriate valuation 
techniques. Such techniques may include using recent arm’s length market transactions; reference to the current fair 
value of another instrument that is substantially the same; discounted cash flow analysis or other valuation models. 
 
Provisions 
General 
Provisions are recognized when (a), the Company has a present obligation (legal or constructive) as a result of a past 
event, and (b), it is probable that an outflow of resources embodying economic benefits will be required to settle the 
obligation and a reliable estimate can be made of the amount of the obligation. The expense relating to any provision 
is presented in the statement of loss, net of any reimbursement. If the effect of the time value of money is material, 
provisions are discounted using a current pre-tax rate that reflects, where appropriate, the risks specific to the liability. 
Where discounting is used, the increase in the provision due to the passage of time is recognized as a finance cost. 
 
Rehabilitation provision 
The Company records the present value of estimated costs of legal and constructive obligations required to restore 
operating locations in the period in which the obligation is incurred. The nature of these restoration activities includes 
dismantling and removing structures, rehabilitating mines and tailings dams, dismantling operating facilities, closure of 
plant and waste sites, and restoration, reclamation and re-vegetation of affected areas. 
 
The obligation generally arises when the asset is installed or the ground or environment is disturbed at the production 
location. When the liability is initially recognized, the present value of the estimated cost is capitalized by increasing 
the carrying amount of the related assets to the extent that it was incurred prior to the production of related ore. Over 
time, the discounted liability is increased for the change in present value based on the discount rates that reflect current 
market assessments and the risks specific to the liability. The periodic unwinding of the discount is recognized in the 
statement of loss as a finance cost. Additional disturbances or changes in rehabilitation costs will be recognized as 
additions or charges to the corresponding assets and rehabilitation liability when they occur. For closed sites, changes 
to estimated costs are recognized immediately in the statement of loss.  
 
Loss per share 

Loss per share is based on the weighted average number of common shares of the Company outstanding during the 
period. The diluted loss per share reflects the potential dilution of common share equivalents, such as outstanding 
share options and warrants, in the weighted average number of common shares outstanding during the period, if 
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dilutive. During the years ended December 31, 2016 and 2015 all outstanding options were anti-dilutive and were 
therefore excluded from the diluted loss per share calculation.  
 
5. New accounting policies and pronouncements  

 
Accounting changes 
 

During 2016, the Company adopted a number of new IFRS standards, interpretations, amendments and improvements 
of existing standards.  These included IFRS 7, IAS 1 and IAS 27.  These new standards and changes did not have any 
material impact on the Company’s financial statements. 
 
5. New accounting policies and pronouncements (continued) 

 
Recent accounting pronouncements 
 

Certain pronouncements were issued by the IASB or the IFRIC that are mandatory for accounting periods commencing 
on or after January 1, 2017. Many are not applicable or do not have a significant impact to the Company and have 
therefore been excluded. The following have not yet been adopted and are being evaluated to determine their impact 
on the Company: 
IFRS 2- Share-based Payment (“IFRS 2”) was amended by the IASB in June 2016 to clarify the accounting for cash-
settled share-based payment transactions that include a performance condition, the classification of share-based 
payment transactions with net settlement features and the accounting for modifications of share-based payment 
transactions from cash-settled to equity-settled.  The amendments are effective for annual periods beginning on or after 
January 1, 2018, with earlier application permitted. 
IFRS 9 – Financial Instruments (“IFRS 9”) was issued by the IASB in November 2009 with additions in October 2010 
and May 2013 and will replace IAS 39 Financial Instruments: Recognition and Measurement (“IAS 39”). IFRS 9 uses a 
single approach to determine whether a financial asset is measured at amortized cost or fair value, replacing the 
multiple rules in IAS 39. The approach in IFRS 9 is based on how an entity manages its financial instruments in the 
context of its business model and the contractual cash flow characteristics of the financial assets. Most of the 
requirements in IAS 39 for classification and measurement of financial liabilities were carried forward unchanged to 
IFRS 9, except that an entity choosing to measure a financial liability at fair value will present the portion of any change 
in its fair value due to changes in the entity’s own credit risk in other comprehensive income, rather than within profit or 
loss. The new standard also requires a single impairment method to be used, replacing the multiple impairment 
methods in IAS 39. IFRS 9 is effective for annual periods beginning on or after January 1, 2018.  Earlier adoption is 
permitted. 
IAS 12 – Income Taxes (“IAS 12”) was amended in January 2016 to clarify that, among other things, unrealized losses 
on debt instruments measured at fair value and measured at cost for tax purposes give rise to a deductible temporary 
difference regardless of whether the debt instrument’s holder expects to recover the carrying amount of the debt 
instrument by sale or by use; the carrying amount of an asset does not limit the estimation of probable future taxable 
profits; and estimates for future taxable profits exclude tax deduction resulting from the reversal of deductible temporary 
differences. The amendments are effective for annual periods beginning on or after January 1, 2017.   
 
6. Investments 

 
On January 29, 2016, the Company terminated an amalgamation agreement (“Agreement”) with Chelsea Natural Gas 
Ltd., a British Columbia company, (“Chelsea CNG”) and 1028827 B.C. LTD., a British Columbia company and a wholly-
owned subsidiary of the Company, (“VVI Subco”), whereby the Company would acquire all of the issued and 
outstanding shares of Chelsea CNG by way of a three-cornered amalgamation. The Company had provided Chelsea 
CNG with a $250,000 loan for working capital purposes. In connection with the termination, the Company has requested 
Chelsea CNG to pay back the loan. The Company has fully provided for this loan and has recorded a bad debt expense 
of $250,000 in the statement of loss for the year ended December 31, 2015. 
 
7. Share capital 

 
As at December 31, 2016 and 2015, the Company’s authorized number of common shares was unlimited without par 
value. 
 

 
 

Number of Shares Amount

# $

Balance, December 31, 2015 16,473,219                336,896,958              

Private placement 2,000,000                  158,808                      

Balance, December 31, 2016 18,473,219                337,055,766              
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On September 16, 2016, the Company completed a private placement of 2,000,000 common shares at a purchase 
price of $0.08 per share, for net proceeds of $158,808.  See Note 11. 
 
8. Share-based payments reserve 
 

Under the Company’s stock option plan (the “Plan”), the Company may grant to directors, officers, employees and 
consultants options to purchase shares of the Company. The Plan provides for the issuance of stock options to acquire 
up to 10% of the Company's issued and outstanding capital. The Plan is a rolling plan as the number of shares reserved 
for issuance pursuant to the grant of stock options will increase as the Company's issued and outstanding share capital 
increases. Options granted under the Plan will be for a term not to exceed 5 years. 
The Plan provides that it is solely within the discretion of the Board to determine who should receive stock options and 
in what amounts. In no case (calculated at the time of grant) shall the Plan result in: 

 The number of options granted in a 12-month period to any one consultant exceeding 2% of the issued shares 
of the Company; 

 The aggregate number of options granted in a 12-month period to any one individual exceeding 5% of the 
outstanding shares of the Company; 

 The number of options granted in a 12-month period to employees or consultants undertaking investor 
relations activities exceeding in aggregate 2% of the issued shares of the Company; 

 The aggregate number of common shares reserved for issuance to any one individual upon the exercise of 
options granted under the Plan or any previously established and outstanding stock option plans or grants 
exceeding 5% of the issued shares of the Company in any 12-month period. 

 
The following share-based payment arrangements were in existence during the current and prior reporting periods: 
 

 
 

 
STOCK OPTIONS: 

 

 
The weighted average remaining contractual life of outstanding options as of December 31, 2016 is 0.95 years 
(December 31, 2015: 1.95 years) 
 
During the year ended December 31, 2016, 3,125 options expired unexercised and $17,500 was recorded against 
deficit (year ended December 31, 2015: 20,938 options valued at $117,250). 
 
 
 
 
 
 
 
 
 
 
 
 

 No. of 

options 

 Weighted 

Average 

Exercise Price 

 Value of 

options 

 #  $  $ 

December 31, 2014 172,188        0.89                 249,950        

Expired (20,938)         8.00                 (117,250)       

December 31, 2015 151,250        0.89                 132,700        

Expired (3,125)           6.40                 (17,500)         

December 31, 2016 148,125        0.89                 115,200        

 No. 

outstanding 

 No. 

exercisable Grant date Expiry date

 Exercise 

price 

 Fair value at 

grant date 

Expected 

volatility

 Expected 

life (yrs) 

Expected 

dividend 

yield

Risk-free 

interest 

rate

80,625        80,625          15-Aug-12 15-Aug-17 0.96$     77,400$          192% 5.00        0% 1.51%

67,500        67,500          2-May-13 2-May-18 0.80$     37,800$          190% 5.00        0% 1.15%

148,125      148,125        115,200$        
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9. Financial instruments 

 
Financial assets and financial liabilities as at December 31, 2016 and 2015 were as follows: 
 

 
The carrying value of amounts receivable and accounts payable and accrued liabilities reflected in the statement of financial position 

approximate fair value because of the limited term of these instruments.  

 

The Company's risk exposure and the impact on the Company's financial instruments are summarized below.  There 
have been no significant changes in the risks, objectives, policies and procedures for managing risk during the years 
ended December 31, 2016 and 2015. 
 

Liquidity risk 

The Company's approach to managing liquidity risk is to ensure that it will have sufficient liquidity to meet liabilities 
when due.  As at December 31, 2016, the Company had a cash balance of $91,478 (December 31, 2015:  $27,959) to 
settle current liabilities of $372,513 (December 31, 2015: $312,531). The Company's financial liabilities at 
December 31, 2016 and 2015 generally have contractual maturities of less than 30 days and are subject to normal 
trade terms.  
 
Market risk 
 
(a) Interest rate risk 
 
The Company has cash balances at December 31, 2016. The Company's current policy is to invest excess cash in 
investment-grade short-term deposit certificates issued by its banking institutions. The Company periodically 
monitors the investments it makes and is satisfied with the credit ratings of its banks.  The Company considers interest 
rate risk to be minimal as investments are short term, the Company does not carry interest-bearing debt, and expects 
future financings will be primarily secured from private placements. 
 
(b) Foreign currency risk 
 
The Company's functional currency is the Canadian dollar and major purchases are transacted in Canadian dollars. 
The Company does not carry significant balances in foreign currencies that would give rise to a significant foreign 
currency risk.  
 

(c) Securities price risk 
 
The Company may carry investments in certain public securities for which price fluctuations can affect the Company’s 
earnings.  The Company classifies these investments as available-for-sale and price volatility is reflected in other 
comprehensive income/(loss).  

(d) Fair value 
 
A fair value hierarchy prioritizes the methods and assumptions used to develop fair value measurements for those 
financial assets where fair value is recognized on the balance sheet.  These have been prioritized into three levels: 
Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities. 
Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either 

directly or indirectly  
Level 3:  Inputs for the asset or liability that are not based on observable market data. 

December 31, 2016

 Cash, loans and 

receivables 

 Financial 

liabilities TOTAL

 $ $ $

Cash 91,478                   -                91,478           

Accounts payable and accrued liabilities -                          372,513       372,513         

December 31, 2015

 Cash, loans and 

receivables 

 Financial 

liabilities TOTAL

 $ $ $

Cash 27,959                   -                27,959           

Accounts payable and accrued liabilities -                          312,531       312,531         
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9. Financial instruments (continued) 

 
Fair value amounts represent point-in-time estimates and may not reflect fair value in the future. The measurements 
are subjective in nature, involve uncertainties and are a matter of significant judgment. 
 
At December 31, 2016 and 2015, the Company has financial instruments that are carried at fair value, with an estimated 
fair value of $nil. 
 
10.   Capital management 

The Company manages and adjusts its capital structure based on available funds in order to support the acquisition, 
exploration and development of mineral properties. The Board of Directors does not establish quantitative return on 
capital criteria for management, but rather relies on the expertise of the Company's management to sustain future 
development of the business.  The Company considers its capital to consist of share capital and stock options. 

Management reviews its capital management approach on an ongoing basis and believes that this approach, given the 
relative size of the Company, is reasonable. 

The Company's capital management objectives, policies and processes have remained unchanged during the years 
ended December 31, 2016 and 2015. The Company is not subject to any capital requirements imposed by a lending 
institution or regulatory body. 
 
11. Related party disclosures 
 
Compensation of key management personnel of the Company 
As at December 31, 2016 an amount of $9,669, included in accounts payable, was owed to directors and officers of 
the Company (December 31, 2015 - $22,615). The amounts outstanding on fees are unsecured, non-interest bearing, 
with no fixed terms of repayment.  
 
The remuneration of directors and other members of key management personnel during the year were as follows:  
 

 
 
In accordance with IAS 24, key management personnel are those persons having authority and responsibility for 
planning, directing and controlling the activities of the Company directly or indirectly, including any directors (executive 
and non-executive) of the Company.  
 
The remuneration of directors and key executives is determined by the remuneration committee having regard to the 
performance of individuals and market trends.  See also Note 12.  A subscriber for 1,700,000 common shares of the 
private placement described in Note 7 has a director in common with the Company.  

 

12. Commitments and contingencies 
 
Management contracts 
The Company is party to certain management contracts.  These contracts contain clauses requiring additional 
payments of up to approximately $15,000 be made upon the occurrence of certain events such as management 
contract termination and a change of control.  As a triggering event has not taken place, the contingent payments have 
not been reflected in these financial statements.  
 
Environment 
The Company’s exploration activities are subject to various law and regulations governing the protection of the 
environment.  These laws and regulations are continually changing and generally becoming more restrictive. The 
Company believes its operations are materially in compliance with all applicable laws and regulations.  The Company 
has made, and expects to make in the future, expenditures to comply with such laws and regulations.  
Discontinued operations 
The Company has discontinued mining operations in various jurisdictions and has sold, dispersed of, or written down 
the carrying value of the related assets to nominal amounts. An estimate of the total liability, if any, for which the 
Company might become obligated as a result of its role as operator, guarantor, or indemnifier is not determinable, nor 
expected to be material, and no amount has been provided for in these financial statements. 
 
 

2016 2015

Short-term benefits 30,000$                44,250$                

Year ended December 31,
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13. Income taxes 

 
c) Provision for Income Taxes 
 
Major items causing the Company's effective income tax rate to differ from the combined Canadian federal and 
provincial statutory rate of 26.5% (2015 - 26.5%) were as follows: 
 

 
 
 
d) Deferred Income Tax 
 
Deferred income tax assets have not been recognized in respect of the following deductible temporary differences: 

 

 
 

The non-capital tax losses expire from 2026 to 2036.  The other temporary differences do not expire under current 
legislation. 

 
Deferred tax assets have not been recognized in respect of these items because it is not probable that future taxable 
profit will be available against which the Company can use the benefits. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

2016 2015

$ $

(Loss) before income taxes (163,237)          (486,701)      

Expected income tax (recovery) based on statutory rate 43,000             129,000        

Adjustment to expected income tax benefit:

Expired non-capital losses -                    (225,000)      

Expenses not deductible for tax purposes -                    (44,000)         

Other -                    1,000            

Change in benefit of tax assets not recognized (43,000)            139,000        

Deferred income tax (recovery) -                    -                 

2016 2015

$ $

Non-capital loss carry-forwards 8,930,000        8,762,000    

Capital losses and investments 86,918,000     86,918,000  

Share issue costs 10,000             14,000          

Mineral property costs 3,122,000        3,122,000    

Other temporary differences 176,000           176,000        

Total 99,156,000     98,992,000  
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13. Income taxes (continued) 
 
The Company has approximately $8,930,000 of non-capital losses in Canada which under certain circumstances can 
be used to reduce the taxable income of future years.  These losses expire in the following periods: 
 

 
 

 
 

 
  

Year $

2026 582,000           

2027 1,115,000        

2028 1,440,000        

2029 877,000           

2030 831,000           

2031 1,173,000        

2032 1,235,000        

2033 728,000           

2034 540,000           

2035 241,000           

2036 168,000           

8,930,000        
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Valencia Ventures Inc. 
Management’s Discussion and Analysis 
For the year ended December 31, 2017 
(in Canadian dollars unless otherwise noted) 

 

Date: March 16, 2018 
 
The following Management’s Discussion and Analysis (“MD&A”) of the financial position and results of operations for 
Valencia Ventures Inc. (the “Company” or “Valencia”) should be read in conjunction with the audited financial 
statements and notes thereto for the years ended December 31, 2017 and 2016.  All amounts included in the MD&A 
are in Canadian dollars, unless otherwise specified.  The Company’s public filings can be reviewed on the SEDAR 
website, under the Company’s profile at www.sedar.com.  
 
All financial statements discussed in this MD&A have been prepared using International Financial Reporting 
Standards (“IFRS”) applicable to a going concern and do not reflect the adjustments to the carrying value of assets 
and liabilities, reported revenue and expenses, and the statement of financial position classifications that would be 
necessary if the going concern assumption was no longer appropriate. These adjustments could be material.  
 
The Audit Committee of the Company has reviewed this MD&A and the financial statements for the years ended 
December 31, 2017 and 2016, and the Company’s Board of Directors approved these documents prior to their 
release.  
 
FORWARD LOOKING INFORMATION 
 
This MD&A contains forward-looking information under Canadian securities legislation.  Forward-looking information 
includes, but is not limited to, statements with respect to the Company’s proposed acquisitions and transactions, 
dispositions and strategy; the Company’s ability to raise required funds; currency exchange rates; and the Company’s 
ability to restart its business.  Forward-looking information is based on the opinions and estimates of management 
as of the date such statements are made.  Capital and operating cost estimates are based on extensive research of 
the Company, recent estimates of costs and other factors that are set out herein. Forward-looking information is 
subject to known and unknown risks, uncertainties and other factors that may cause the actual results, level of activity, 
performance or achievements of the Company to be materially different from those expressed or implied by such 
forward-looking information.  Although management of the Company has attempted to identify important factors that 
could cause actual results to differ materially from those contained in forward-looking information, there may be other 
factors that cause results not to be as anticipated, estimated or intended. There can be no assurance that such 
statements will prove to be accurate, as actual results and future events could differ materially from those anticipated 
in such statements. Accordingly, readers should not place undue reliance on forward-looking information. The 
Company does not undertake to update its forward-looking information, except in accordance with applicable 
securities laws.  
 
BUSINESS STRATEGY AND OUTLOOK 
 
Valencia is a Canadian resource company with common shares that trade on the NEX Board of the TSX Venture 
Exchange (“NEX”) under the symbol VVI.H. 
 
The Company is evaluating and pursuing opportunities in an effort to reactivate its business and build shareholder 
value, and has entered into an agreement to acquire EarthRenew (please see “Highlights” below).  
 
HIGHLIGHTS 
 
On December 1, 2017, the Company entered into an agreement to acquire 100% of the outstanding equity securities 
of 2292055 Ontario Inc, which carries on business under the name “EarthRenew”.  EarthRenew is a Canadian 
company that produces high value concentrated organic fertilizer from animal manure, providing an environmentally 
friendly waste management solution for high intensity livestock farming.  EarthRenew has a commercial facility 
located in Strathmore, Alberta and an offtake agreement for retail distribution of its product in Canada and the United 
States.   

http://www.sedar.com/
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In addition to producing in-demand organic fertilizer, EarthRenew converts natural gas to electricity using the hot 
exhaust from a four Megawatt rated industrial natural gas turbine.  The electricity produced will be used to establish 
its own cryptocurrency mining operation at the Strathmore facility, with excess electricity to be used in fertilizer 
production or sold to the municipal power grid.   On February 14, 2018, EarthRenew purchased 20 Antminer S9 
mining rigs to commence Bitcoin mining activities and is evaluating hardware options to mine other cryptocurrencies 
in the future.  The mining rigs are scheduled to be delivered in late March, and EarthRenew estimates that it can 
operate up to 2,000 cryptocurrency mining rigs using the surplus electricity generated by the turbine.  
 
On August 28, 2017, Mr. Greg Duras resigned as Chief Financial Officer, and Mr. Ryan Ptolemy was appointed. 
 
SELECTED ANNUAL INFORMATION 
 

 
* Working Capital is defined as current assets minus current liabilities.  Working capital is a Non-IFRS figure without a standardized 
meaning.  Please see “Non-IFRS Measures” below for a reconciliation. 

 
SELECTED QUARTERLY INFORMATION 
(expressed in thousands, except per share amounts) 
 

 
In all the periods shown above, the Company did not generate any revenues and the net (losses) result primarily 
from corporate overheads and stock based compensation expense. 
 
RESULTS OF OPERATIONS 

 
For the year ended December 31, 2017 
 
The Company recorded a net loss of $788,263 during the year ended December 31, 2017, which resulted primarily 
from an increase in consulting and management fees, a severance payment paid to a consultant, professional fees 
relating to the audit of the Company’s financial statements, shareholder communication and filing fees, and share-
based compensation expense.  A net loss of $163,237 was recorded during the same period of 2016, resulting 
primarily from consulting, management and professional fees, and increased shareholder communications and filing 
fees that arose from the Company holding two shareholder meetings during the fiscal year. 
 
Cash Flows 

 
On September 16, 2016, the Company completed a non-brokered private placement financing of 2,000,000 
common shares at a purchase price of $0.08 per share, for net proceeds of $158,808. 
 

 December 31, 

2017

 December 31, 

2016

 December 31, 

2015

Cash (used in) operations (270,118)$         (95,289)$            (69,341)$            

Net (loss) (788,263)            (163,237)            (486,701)            

Net (loss) per share- basic and diluted (0.04)                   (0.01)                   (0.03)                   

Total Assets 62,728               94,007               38,454               

Working Capital* (703,712)            (278,506)            (274,077)            

Q4-2017 Q3-2017 Q2-2017 Q1-2017 Q4-2016 Q3-2016 Q2-2016 Q1-2016

Revenues $nil $nil $nil $nil $nil $nil $nil $nil

Net income/(loss) (92)             (535)           (48)             (113)           (24)             (19)             (88)             (32)             

Net income/(loss) per share- basic and diluted ( 0.00) ( 0.03) ( 0.00) ( 0.01) ( 0.00) ( 0.00) ( 0.01) ( 0.00)

Total Assets 63 45 37 67 94 146            38              39              

2017 2016

Net cash (used in) operating activities (270,118)$         (95,289)$            

Net cash provided by financing activities 188,057             158,808             

Increase/(decrease) in cash and cash equivalents (82,061)$            63,519$             

For the years ended

December 31,



 

 
. 
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On November 16, 2017, the Company completed a non-brokered private placement financing of 1,346,428 
common shares at a purchase price of $0.14 per share, for net proceeds of $188,057.     
 
OFF-BALANCE SHEET ARRANGEMENTS  
 
The Company had no off-balance sheet arrangements at December 31, 2017. 
 
LIQUIDITY AND CAPITAL RESOURCES  
 
The Company does not have any operating assets that generate revenues, The Company incurred a net loss of 
$788,263 for the year ended December 31, 2017 (December 31, 2016: net loss of $163,237) and generated a net 
cash outflow of $270,118 from its operating activities (December 31, 2016: $95,289). 
 
The Company has a need for equity capital and financing for working capital and exploration and evaluation of its 
properties.  Because of continuing operating losses, negative working capital and a cumulative deficit as at December 
31, 2017, the Company’s continuance as a going concern is dependent upon its ability to obtain adequate financing 
and to reach profitable levels of operation. 
 
Working Capital 
 
As at December 31, 2017, the Company had a working capital deficiency of $703,712 (December 31, 2016: working 
capital deficiency of $278,506). 
 
Non-IFRS Measures 
 
The Company has referred to working capital throughout this document.  Working capital is a common Non-IFRS 
performance measure, but without a standardized meaning.  The Company believes that, in addition to conventional 
measures prepared in accordance with IFRS, we and certain investors use this information to evaluate the Company’s 
performance and ability to generate cash, profits and meet financial commitments.  This Non-IFRS measure is 
intended to provide additional information and should not be considered in isolation or as a substitute for measures 
of performance prepared in accordance with IFRS.  The following tables provide a reconciliation of working capital to 
the financial statements as at December 31, 2017 and 2016. 
 

 
COMPENSATION OF KEY MANAGEMENT PERSONNEL OF THE COMPANY 
 
The remuneration of directors and other members of key management personnel during the reporting period were as 
follows:  

 
 

 December 31, 

2017

 December 31, 

2016

Current assets

Cash 9,417$               91,478$             

Amounts receivable 51,151               369                     

Prepaid expenses 2,160                  2,160                  

62,728               94,007               

Current liabilities

Accounts payable and accrued liabilities 766,440$           372,513$           

Working Capital,

current assets less current liabilities (703,712)$         (278,506)$         

2017 2016

Short-term benefits 20,000$                30,000$                

Termination payments 100,000                -$                      

Share-based payments 105,000                -                         

Year ended December 31,
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In accordance with IAS 24, key management personnel are those persons having authority and responsibility for 
planning, directing and controlling the activities of the Company directly or indirectly, including any directors 
(executive and non-executive) of the Company.  
 
The remuneration of directors and key executives is determined by the remuneration committee having regard to the 
performance of individuals and market trends. 
 
The Company shares office space, resources and certain services with other corporations.  The costs associated 
with these services, including the provision of office equipment and supplies, and certain other services, are 
administered by 2227929 Ontario Inc, to whom the Company pays a monthly fee.  For the year ended December 31, 
2017, the Company was charged approximately $135,000 for these and other services (December 31, 2016: 
$145,074).  A former director of the Company is currently a director of 2227929 Ontario Inc.  As at December 31, 
2017, $464,482 was owed to 2227929 Ontario Inc. (December 31, 2016: $311,848). 
 
The Executive Chairman of Forbes & Manhattan, Inc. (“F&M”), a corporation that provides administrative and 
consulting services to the Company, including but not limited to strategic planning and business development, is an 
insider of the Company.  F&M charges the Company a monthly consulting fee of $10,000.  As at December 31, 2017, 
$271,200 was owed to F&M (December 31, 2016 - $Nil).    
 
RECENT ACCOUNTING PRONOUNCEMENTS 
 

Certain pronouncements were issued by the IASB or the IFRIC that are mandatory for accounting periods 
commencing on or after January 1, 2018. Many are not applicable or do not have a significant impact to the Company 
and have therefore been excluded. The following have not yet been adopted and are being evaluated to determine 
their impact on the Company: 
 
IFRS 2- Share-based Payment (“IFRS 2”) was amended by the IASB in June 2016 to clarify the accounting for cash-
settled share-based payment transactions that include a performance condition, the classification of share-based 
payment transactions with net settlement features and the accounting for modifications of share-based payment 
transactions from cash-settled to equity-settled.  The amendments are effective for annual periods beginning on or 
after January 1, 2018, with earlier application permitted. 
 
IFRS 9 – Financial Instruments (“IFRS 9”) was issued by the IASB in November 2009 with additions in October 2010 
and May 2013 and will replace IAS 39 Financial Instruments: Recognition and Measurement (“IAS 39”). IFRS 9 uses 
a single approach to determine whether a financial asset is measured at amortized cost or fair value, replacing the 
multiple rules in IAS 39. The approach in IFRS 9 is based on how an entity manages its financial instruments in the 
context of its business model and the contractual cash flow characteristics of the financial assets. Most of the 
requirements in IAS 39 for classification and measurement of financial liabilities were carried forward unchanged to 
IFRS 9, except that an entity choosing to measure a financial liability at fair value will present the portion of any 
change in its fair value due to changes in the entity’s own credit risk in other comprehensive income, rather than 
within profit or loss. The new standard also requires a single impairment method to be used, replacing the multiple 
impairment methods in IAS 39. IFRS 9 is effective for annual periods beginning on or after January 1, 2018.  Earlier 
adoption is permitted. 
 
IAS 12- Income Taxes (“IAS 12”) was amended in January 2016 to clarify that, among other things, unrealized losses 
on debt instruments measured at fair value and measured at cost for tax purposes give rise to a deductible temporary 
difference regardless of whether the debt instrument’s holder expects to recover the carrying amount of the debt 
instrument by sale or by use; the carrying amount of an asset does not limit the estimation of probable future taxable 
profits; and estimates for future taxable profits exclude tax deductions resulting from the reversal of deductible 
temporary differences. 
 
During 2017, the Company adopted a number of new IFRS standards, interpretations, amendments and 
improvements of existing standards.  These included IFRS 7, IAS 1 and IAS 27.  These new standards and changes 
did not have any material impact on the Company’s financial statements. 
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FINANCIAL INSTRUMENTS 
 
Financial assets and financial liabilities as at December 31, 2017 and 2016 were as follows: 
 

 
The carrying value of amounts receivable and accounts payable and accrued liabilities reflected in the statement of financial 

position approximate fair value because of the limited term of these instruments.  

 

The Company's risk exposures and the impact on the Company's financial instruments are summarized below.  There 
have been no significant changes in the risks, objectives, policies and procedures for managing risk during the years 
ended December 31, 2017 and 2016. 
 
Liquidity risk 
 
The Company's approach to managing liquidity risk is to ensure that it will have sufficient liquidity to meet liabilities 
when due.  As at December 31, 2017, the Company had a cash balance of $9,417 (December 31, 2015:  $91,478) 
to settle current liabilities of $766,440 (December 31, 2016: $372,513). All of the Company's financial liabilities 
at December 31, 2017 and 2016 have contractual maturities of less than 30 days and are subject to normal trade 
terms.  
 
Market risk 
 
(c) Interest rate risk 
 
The Company has cash balances at December 31, 2017 and 2016. The Company's current policy is to invest excess 
cash in investment-grade short-term deposit certificates issued by its banking institutions. The Company 
periodically monitors the investments it makes and is satisfied with the credit ratings of its banks.  The Company 
considers interest rate risk to be minimal as investments are short term, the Company does not carry interest-bearing 
debt, and expects future financings will be primarily secured from private placements.  
 
(d) Foreign currency risk 

The Company's functional currency is the Canadian dollar and major purchases are transacted in Canadian dollars. 
Currently, the Company does not hedge its foreign exchange risk.  The Company does not carry significant balances 
in foreign currencies that would give rise to a significant foreign currency risk. 
 
(c) Fair value 
 
A fair value hierarchy prioritizes the methods and assumptions used to develop fair value measurements for those 
financial assets where fair value is recognized on the balance sheet.  These have been prioritized into three levels: 
 
Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities. 
Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either 

directly or indirectly 
Level 3:  Inputs for the asset or liability that are not based on observable market data. 
 

December 31, 2017

 Cash, loans and 

receivables 

 Financial 

liabilities TOTAL

 $ $ $

Cash 9,417                      -                9,417             

Accounts payable and accrued liabilities -                          766,440       766,440         

December 31, 2016

 Cash, loans and 

receivables 

 Financial 

liabilities TOTAL

 $ $ $

Cash 91,478                   -                91,478           

Accounts payable and accrued liabilities -                          372,513       372,513         
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Fair value amounts represent point-in-time estimates and may not reflect fair value in the future. The measurements 
are subjective in nature, involve uncertainties and are a matter of significant judgment. 
 
At December 31, 2017 and 2016, the Company has financial instruments that are carried at fair value, with an 
estimated fair value of $nil. 
 
RISKS AND UNCERTAINTIES  
 

There are several risk factors that could materially affect the Company’s future operating results and could cause 
actual events to differ materially from those described in forward–looking information relating to the Company.  
 
Liquidity Concerns and Future Financings 
 
To remain solvent, the Company will require additional funds. There can be no assurance that the Company will be 
successful in obtaining required financing as and when needed.  Volatile markets may make it difficult or impossible 
for the Company to obtain debt financing or equity financing on favourable terms, if at all.  Failure to obtain additional 
financing on a timely basis may cause the Company to postpone or slow down its development plans, or reduce or 
terminate some or all of its activities.  
 
Exploration Stage Company/No History of Earnings  
 
The Company presently does not own any properties, business or other related assets of merit and is pursuing an 
acquisition to reactivate its business. There is no guarantee that the Company will be able to complete any acquisition. 
The Company has no history of earnings or the provision of a return on investment, and there is no assurance that 
any of its properties will generate earnings, operate profitably or provide a return on investment in the future. The 
Company has not declared or paid any dividends on its common shares. 
 
Nature of Mining, Mineral Exploration and Development Projects 
 
Mineral exploration is highly speculative in nature. There is no assurance that exploration efforts will be successful. 
Even when mineralization is discovered, it may take several years until production is possible, during which time the 
economic feasibility of production may change. Substantial expenditures are required to establish proven and 
probable mineral reserves through drilling. Because of these uncertainties, no assurance can be given that 
exploration programs will result in the establishment or expansion of mineral resources or mineral reserves. There is 
no certainty that any expenditures made by the Company towards the search and evaluation of mineral deposits will 
result in discoveries or development of commercial quantities of ore. 
 
Exploration and development projects have no operating history upon which to base estimates of future cash 
operating costs. For development projects, reserve and resource estimates and estimates of cash operating costs 
are, to a large extent, based upon the interpretation of geologic data obtained from drill holes and other sampling 
techniques, and feasibility studies, which derive estimates of cash operating costs based upon anticipated tonnage 
and grades of ore to be mined and processed, ground conditions, the configuration of the ore body, expected recovery 
rates of minerals from the ore, estimated operating costs, anticipated climatic conditions and other factors. As a result, 
actual production, cash operating costs and economic returns could differ significantly from those estimated. Indeed, 
there have been a number of mining operations that have ceased or been suspended or delayed because of 
operations costs that are greater than the projected price of production.  Current market conditions are forcing many 
mining operations to increase capital and operating cost estimates. It is not unusual for new mining operations to 
experience problems during the start-up phase, and delays in the commencement of production often can occur.  
 
Competition 
 
The Company competes with many other mining companies that have substantially greater resources than the 
Company.  Such competition may result in the Company being unable to acquire desired properties, recruit or retain 
qualified employees or acquire the capital necessary to fund operations and develop properties.  The Company’s 
inability to compete with other mining companies for these resources would have a material adverse effect on the 
Company’s results of operation and business. 
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Share Price Fluctuations  
 
The market price of securities of many companies, particularly exploration stage companies, experience wide 
fluctuations in price that are not necessarily related to the operating performance, underlying asset values or 
prospects of such companies.  
 
Conflicts of Interest 
 
Certain of the Company’s directors and officers serve or may agree to serve as directors or officers of other 
companies and, to the extent that such other companies may participate in ventures in which the Company may 
participate, the directors of the Company may have a conflict of interest in negotiating and concluding terms 
respecting such participation.  
 
Dependence on Key Personnel  
 
The Company is dependent on a relatively small number of key personnel. The Company currently does not have 
key person insurance on these individuals. Due to the Company’s relatively small size, the loss of these persons or 
the Company’s inability to attract and retain additional highly skilled employees required for the operation of the 
Company’s activities may have a material adverse effect on the Company’s business or future operations. 
 
COMMITMENTS AND CONTINGENCIES 
 
Management contracts 
The Company is party to certain management contracts.  These contracts contain clauses requiring additional 
payments of up to approximately $360,000 be made upon the occurrence of certain events such as management 
contract termination and a change of control.  As a triggering event has not taken place, the contingent payments 
have not been reflected in these financial statements.  Minimum commitments remaining under these contracts were 
approximately $127,500, all due within one year.  
 
Environment 
The Company’s exploration activities are subject to various law and regulations governing the protection of the 
environment.  These laws and regulations are continually changing and generally becoming more restrictive. The 
Company believes its operations are materially in compliance with all applicable laws and regulations.  The Company 
has made, and expects to make in the future, expenditures to comply with such laws and regulations.  
 
Discontinued operations 
The Company has discontinued mining operations in various jurisdictions and has sold, dispersed of, or written down 
the carrying value of the related assets to nominal amounts. An estimate of the total liability, if any, for which the 
Company might become obligated as a result of its role as operator, guarantor, or indemnifier is not determinable, 
nor expected to be material, and no amount has been provided for in these financial statements. 
 
OUTSTANDING SHARE DATA 
 
As at the date of this MD&A, the Company has: 

1) 19,819,647 common shares outstanding 
2) 1,300,000 stock options outstanding and exercisable with exercise prices ranging from $0.14 to $0.80, with 

expiry dates ranging between May 2, 2018 and August 22, 2022. If exercised, 1,300,000 shares would be 
issued, generating proceeds of $215,000. 
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Valencia Ventures Inc. 
Management’s Discussion and Analysis 
For the year ended December 31, 2016 
(in Canadian dollars unless otherwise noted) 

 

Date: April 28, 2017 
 
The following Management’s Discussion and Analysis (“MD&A”) of the financial position and results of operations for 
Valencia Ventures Inc. (the “Company” or “Valencia”) should be read in conjunction with the audited financial 
statements and notes thereto for the years ended December 31, 2016 and 2015.  All amounts included in the MD&A 
are in Canadian dollars, unless otherwise specified.  The Company’s public filings can be reviewed on the SEDAR 
website, under the Company’s profile at www.sedar.com.  
 
All financial statements discussed in this MD&A have been prepared using International Financial Reporting 
Standards (“IFRS”) applicable to a going concern and do not reflect the adjustments to the carrying value of assets 
and liabilities, reported revenue and expenses, and the statement of financial position classifications that would be 
necessary if the going concern assumption was no longer appropriate. These adjustments could be material.  
 
The Audit Committee of the Company has reviewed this MD&A and the financial statements for the year ended 
December 31, 2016 and the Company’s Board of Directors approved these documents prior to their release.  
 
FORWARD LOOKING INFORMATION 
 
This MD&A contains forward-looking information under Canadian securities legislation.  Forward-looking information 
includes, but is not limited to, statements with respect to the Company’s proposed acquisitions, dispositions and 
strategy, development potential and timetable of the Company’s properties; the Company’s ability to raise required 
funds; future mineral prices; mineralization projections; conclusions of economic evaluation; the timing and amount 
of estimated future exploration and development; costs of development; capital expenditures; success of exploration 
activities; mining or processing issues; currency exchange rates; government regulation of mining operations; and 
environmental risks. Forward-looking information is based on the opinions and estimates of management as of the 
date such statements are made.  Capital and operating cost estimates are based on extensive research of the 
Company, recent estimates of costs and other factors that are set out herein. Forward-looking information is subject 
to known and unknown risks, uncertainties and other factors that may cause the actual results, level of activity, 
performance or achievements of the Company to be materially different from those expressed or implied by such 
forward-looking information, including but not limited to risks related to: unexpected events and delays during 
exploration and development; acquisition risks; regulatory risks; revocation of government approvals; timing and 
availability of external financing on acceptable terms; actual results of current exploration activities; changes in project 
parameters as plans continue to be refined; future prices of minerals; accidents, labour disputes and other risks of 
the mining industry. Although management of the Company has attempted to identify important factors that could 
cause actual results to differ materially from those contained in forward-looking information, there may be other 
factors that cause results not to be as anticipated, estimated or intended. There can be no assurance that such 
statements will prove to be accurate, as actual results and future events could differ materially from those anticipated 
in such statements. Accordingly, readers should not place undue reliance on forward-looking information. The 
Company does not undertake to update its forward-looking information, except in accordance with applicable 
securities laws.  
 
BUSINESS STRATEGY AND OUTLOOK 
 
Valencia is a Canadian resource company with common shares that trade on the NEX Board of the TSX Venture 
Exchange (“NEX”) under the symbol VVI.H. 
 
The Company is primarily engaged in the acquisition, exploration and evaluation of natural resources properties in 
Canada.  The Company is currently evaluating opportunities in an effort to build shareholder value.  
 
 
 

http://www.sedar.com/
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SELECTED ANNUAL INFORMATION 
 

 
 

SELECTED QUARTERLY INFORMATION 
(expressed in thousands, except per share amounts) 
 

 
 

In all the periods shown above, the Company did not generate any revenues and the net (losses) result primarily 
from corporate overheads, stock based compensation expense, bad debt expense, and disposal of assets. 
 
RESULTS OF OPERATIONS 

 
For the year ended December 31, 2016 
 
The Company recorded a net and comprehensive loss of $163,237 during the year ended December 31, 2016, which 
resulted primarily from increased shareholder communications and filing fees as a result of conducting annual 
meetings for both 2014 and 2015 during the year.  Other expenses are comprised of consulting and management 
fees and professional fees relating to the audit of the Company’s financial statements.  A net and comprehensive 
loss of $486,701 was recorded during the same period of 2015, resulting primarily from consulting, management and 
professional fees, office and general expenses, shareholder communications and filing fees, and bad debt expense 
related to the amalgamation agreement with Chelsea Natural Gas Ltd (“Chelsea CNG”). 
 
Cash Flows 
 

 
 
During the year ended December 31, 2016 cash used in investing activities was $nil.  The $250,000 cash used in 
investing activities for the year ended December 31, 2015 was related to the loan provided to Chelsea CNG. 
 
On September 16, 2016, the Company completed a non-brokered private placement financing of 2,000,000 
common shares at a purchase price of $0.08 per share, for net proceeds of $158,808.    
 
OFF-BALANCE SHEET ARRANGEMENTS  
 
The Company had no off-balance sheet arrangements at December 31, 2016. 
 

 December 31, 

2016

 December 31, 

2015

 December 31, 

2014

Cash (used in) from operations (95,289)$            (69,341)$            (664,936)$         

Comprehensive loss (163,237)            (486,701)            (536,477)            

Net income/(loss) per share- basic and diluted (0.01)                   (0.03)                   (0.10)                   

Total Assets 94,007               38,454               362,399             

Working Capital (278,506)            (274,077)            212,624             

Q4-2016 Q3-2016 Q2-2016 Q1-2016 Q4-2015 Q3-2015 Q2-2015 Q1-2015

Revenues $nil $nil $nil $nil $nil $nil $nil $nil

Net income/(loss) (24)             (19)             (88)             (32)             (294)           (57)             (67)             (69)             

Net income/(loss) per share- basic and diluted ( 0.00) ( 0.00) ( 0.01) ( 0.00) ( 0.02) ( 0.00) ( 0.00) ( 0.01)

Total Assets 94 146            38              39              38              262            268            316            

2016 2015

Net cash (used in) operating activities (95,289)$            (69,341)$            

Net cash provided by financing activities 158,808             -                      

Net cash (used in) investing activities -                      (250,000)            

Increase (decrease) in cash and cash equivalents 63,519$             (319,341)$         

For the year ended

December 31,
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LIQUIDITY AND CAPITAL RESOURCES  
 
The Company does not have any operating assets that generate revenues, The Company incurred a net loss of 
$163,237 for the year ended December 31, 2016 (December 31, 2015: net loss of $486,701) and generated a net 
cash outflow of $95,289 from its operating activities (December 31, 2015: $69,341). 
 
The Company has a need for equity capital and financing for working capital and exploration and evaluation of its 
properties.  Because of continuing operating losses, negative working capital and a cumulative deficit as at December 
31, 2016, the Company's continuance as a going concern is dependent upon its ability to obtain adequate financing 
and to reach profitable levels of operation. 
 
Working Capital 
 
As at December 31, 2016, the Company had a working capital deficiency of $278,506 (December 31, 2015: working 
capital deficiency of $274,077). 
 
CARRYING VALUE OF BALANCE SHEET ITEMS 

 
Total accounts payable and accrued liabilities as at December 31, 2016 were $372,513 (December 31, 2015: 
$312,531), of which $9,669 (December 31, 2015: $nil) was owed to related parties. 
 
COMPENSATION OF KEY MANAGEMENT PERSONNEL OF THE COMPANY 
 
The remuneration of directors and other members of key management personnel during the reporting period were as 
follows:  

 
 
In accordance with IAS 24, key management personnel are those persons having authority and responsibility for 
planning, directing and controlling the activities of the Company directly or indirectly, including any directors 
(executive and non-executive) of the Company.  
 
The remuneration of directors and key executives is determined by the remuneration committee having regard to the 
performance of individuals and market trends. 
 
RECENT ACCOUNTING PRONOUNCEMENTS 
 

Certain pronouncements were issued by the IASB or the IFRIC that are mandatory for accounting periods 
commencing on or after January 1, 2017. Many are not applicable or do not have a significant impact to the Company 
and have therefore been excluded. The following have not yet been adopted and are being evaluated to determine 
their impact on the Company: 
 
IFRS 2- Share-based Payment (“IFRS 2”) was amended by the IASB in June 2016 to clarify the accounting for cash-
settled share-based payment transactions that include a performance condition, the classification of share-based 
payment transactions with net settlement features and the accounting for modifications of share-based payment 
transactions from cash-settled to equity-settled.  The amendments are effective for annual periods beginning on or 
after January 1, 2018, with earlier application permitted. 
 
IFRS 9 – Financial Instruments (“IFRS 9”) was issued by the IASB in November 2009 with additions in October 2010 
and May 2013 and will replace IAS 39 Financial Instruments: Recognition and Measurement (“IAS 39”). IFRS 9 uses 
a single approach to determine whether a financial asset is measured at amortized cost or fair value, replacing the 
multiple rules in IAS 39. The approach in IFRS 9 is based on how an entity manages its financial instruments in the 
context of its business model and the contractual cash flow characteristics of the financial assets. Most of the 
requirements in IAS 39 for classification and measurement of financial liabilities were carried forward unchanged to 
IFRS 9, except that an entity choosing to measure a financial liability at fair value will present the portion of any 
change in its fair value due to changes in the entity’s own credit risk in other comprehensive income, rather than 
within profit or loss. The new standard also requires a single impairment method to be used, replacing the multiple 

2016 2015

Short-term benefits 30,000$                44,250$                

Year ended December 31,
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impairment methods in IAS 39. IFRS 9 is effective for annual periods beginning on or after January 1, 2018.  Earlier 
adoption is permitted. 
IAS 12 – Income Taxes (“IAS 12”) was amended in January 2016 to clarify that, among other things, unrealized 
losses on debt instruments measured at fair value and measured at cost for tax purposes give rise to a deductible 
temporary difference regardless of whether the debt instrument’s holder expects to recover the carrying amount of 
the debt instrument by sale or by use; the carrying amount of an asset does not limit the estimation of probable future 
taxable profits; and estimates for future taxable profits exclude tax deduction resulting from the reversal of deductible 
temporary differences. The amendments are effective for annual periods beginning on or after January 1, 2017.   
 
FINANCIAL INSTRUMENTS 
 
Financial assets and financial liabilities as at December 31, 2016 and 2015 were as follows: 
 

 
The carrying value of amounts receivable and accounts payable and accrued liabilities reflected in the statement of financial 

position approximate fair value because of the limited term of these instruments.  

 

The Company's risk exposures and the impact on the Company's financial instruments are summarized below.  There 
have been no significant changes in the risks, objectives, policies and procedures for managing risk during the years 
ended December 31, 2016 and 2015. 
 
Liquidity risk 
 
The Company's approach to managing liquidity risk is to ensure that it will have sufficient liquidity to meet liabilities 
when due.  As at December 31, 2016, the Company had a cash balance of $91,478 (December 31, 2015:  
$27,959) to settle current liabilities of $372,513 (December 31, 2015: $312,531). All of the Company's financial 
liabilities at December 31, 2016 and 2015 have contractual maturities of less than 30 days and are subject to 
normal trade terms.  
 
Market risk 
 
(a) Interest rate risk 
 
The Company has cash balances at December 31, 2016. The Company's current policy is to invest excess cash in 
investment-grade short-term deposit certificates issued by its banking institutions. The Company periodically 
monitors the investments it makes and is satisfied with the credit ratings of its banks.  The Company considers interest 
rate risk to be minimal as investments are short term, the Company does not carry interest-bearing debt, and expects 
future financings will be primarily secured from private placements.  
 
(b) Foreign currency risk 

The Company's functional currency is the Canadian dollar and major purchases are transacted in Canadian dollars. 
Currently, the Company does not hedge its foreign exchange risk.  The Company does not carry significant balances 
in foreign currencies that would give rise to a significant foreign currency risk. 

 

December 31, 2016

 Cash, loans and 

receivables 

 Financial 

liabilities TOTAL

 $ $ $

Cash 91,478                   -                91,478           

Accounts payable and accrued liabilities -                          372,513       372,513         

December 31, 2015

 Cash, loans and 

receivables 

 Financial 

liabilities TOTAL

 $ $ $

Cash 27,959                   -                27,959           

Accounts payable and accrued liabilities -                          312,531       312,531         
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(c) Securities price risk 

 
The Company may carry investments in certain public securities for which price fluctuations can affect the Company’s 

earnings.  The Company classifies these investments as available-for-sale and price volatility is reflected in other 

comprehensive income/(loss). 

(d) Fair value 
 
A fair value hierarchy prioritizes the methods and assumptions used to develop fair value measurements for those 
financial assets where fair value is recognized on the balance sheet.  These have been prioritized into three levels: 
 
Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities. 
Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either 

directly or indirectly 
Level 3:  Inputs for the asset or liability that are not based on observable market data. 
 
Fair value amounts represent point-in-time estimates and may not reflect fair value in the future. The measurements 
are subjective in nature, involve uncertainties and are a matter of significant judgment. 
 
At December 31, 2016, the Company has financial instruments that are carried at fair value, with an estimated fair 
value of $nil. 
 
RISKS AND UNCERTAINTIES  
 

The operations of the Company are speculative due to the high-risk nature of its business, which is the acquisition, 
financing, exploration and development of mining properties. These risk factors could materially affect the Company’s 
future operating results and could cause actual events to differ materially from those described in forward–looking 
information relating to the Company.  
 
Liquidity Concerns and Future Financings 
 
To remain solvent, the Company will require additional funds. There can be no assurance that the Company will be 
successful in obtaining required financing as and when needed.  Volatile markets may make it difficult or impossible 
for the Company to obtain debt financing or equity financing on favourable terms, if at all.  Failure to obtain additional 
financing on a timely basis may cause the Company to postpone or slow down its development plans, forfeit rights in 
some or all of its properties or reduce or terminate some or all of its activities.  
 
Nature of Mining, Mineral Exploration and Development Projects 
 
Mining operations generally involve a high degree of risk.  The Company’s operations are subject to the hazards and 
risks normally encountered in mineral exploration, development and production, including environmental hazards, 
explosions, unusual or unexpected geological formations or pressures and periodic interruptions in both production 
and transportation due to inclement or hazardous weather conditions. Such risks could result in damage to, or 
destruction of, mineral properties or producing facilities, personal injury, environmental damage, delays in mining, 
monetary losses and possible legal liability.   
 
Mineral exploration is highly speculative in nature. There is no assurance that exploration efforts will be successful. 
Even when mineralization is discovered, it may take several years until production is possible, during which time the 
economic feasibility of production may change. Substantial expenditures are required to establish proven and 
probable mineral reserves through drilling. Because of these uncertainties, no assurance can be given that 
exploration programs will result in the establishment or expansion of mineral resources or mineral reserves. There is 
no certainty that the expenditures made by the Company towards the search and evaluation of mineral deposits will 
result in discoveries or development of commercial quantities of ore. 
 
Exploration and development projects have no operating history upon which to base estimates of future cash 
operating costs. For development projects, reserve and resource estimates and estimates of cash operating costs 
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are, to a large extent, based upon the interpretation of geologic data obtained from drill holes and other sampling 
techniques, and feasibility studies, which derive estimates of cash operating costs based upon anticipated tonnage 
and grades of ore to be mined and processed, ground conditions, the configuration of the ore body, expected recovery 
rates of minerals from the ore, estimated operating costs, anticipated climatic conditions and other factors. As a result, 
actual production, cash operating costs and economic returns could differ significantly from those estimated. Indeed, 
there have been a number of mining operations that have ceased or been suspended or delayed because of 
operations costs that are greater than the projected price of production.  Current market conditions are forcing many 
mining operations to increase capital and operating cost estimates. It is not unusual for new mining operations to 
experience problems during the start-up phase, and delays in the commencement of production often can occur.  

No Revenues 
 
To date the Company has recorded no revenues from operations and the Company has not commenced commercial 
production or development on any property.  There can be no assurance that significant losses will not occur in the 
near future or that the Company will be profitable in the future.  The Company’s operating expenses and capital 
expenditures may increase in subsequent years in relation to the engagement of consultants, personnel and 
equipment associated with advancing exploration, development, and commercial production of the Company’s 
properties.  The Company expects to continue to incur losses for the foreseeable future.  The development of the 
Company’s properties will require the commitment of substantial resources to conduct time-consuming exploration. 
There can be no assurance that the Company will generate any revenues or achieve profitability.  
 
Mineral Commodity Prices 
 
The profitability of the Company’s operations will be dependent upon the market price of mineral commodities.  
Mineral prices fluctuate widely and are affected by numerous factors beyond the control of the Company.  The level 
of interest rates, the rate of inflation, the world supply of mineral commodities and the stability of exchange rates can 
all cause significant fluctuations in prices.  Such external economic factors are in turn influenced by changes in 
international investment patterns, monetary systems and political developments. The price of mineral commodities 
has fluctuated widely in recent years, and future price declines could cause commercial production to be 
impracticable, thereby having a material adverse effect on the Company’s business, financial condition and result of 
operations. 
 
Political Risks  
 
The operations of the Company are subject to risks normally associated with the conduct of business in other 
countries.  Risks may include, among others highlighted herein, problems relating to labour disputes, delays or 
invalidation of governmental orders and permits, corruption, uncertain political and economic environments, civil 
disturbances and crime, arbitrary changes in laws or policies, foreign taxation and exchange controls, opposition to 
mining from environmental or other non-governmental organizations or changes in the political attitude towards 
mining, limitations on foreign ownership, limitations on repatriation of earnings, infrastructure limitations and 
increased financing costs.   Exploration, development, production and closure activities in many countries are 
potentially subject to heightened political and social risks that are beyond the Company's control. These risks include 
the possible unilateral cancellation or forced re-negotiation of contracts, unfavorable changes in foreign laws and 
regulations, royalty and tax increases, claims by governmental entities or indigenous communities, expropriation or 
nationalization of property and other risks arising out of foreign sovereignty over areas in which operations are 
conducted. The right to export may depend on obtaining certain licenses and quotas, which could be delayed or 
denied at the discretion of the relevant regulatory authorities. In addition, the Company's rights under local law may 
be less secure in countries where judicial systems are susceptible to manipulation and intimidation by government 
agencies, non-governmental organizations or civic groups. There is no guarantee that mining properties could not be 
recovered or nationalized at any time.   
 
The Company’s ongoing and future success depends on developing and maintaining productive relationships with 
the communities (including indigenous peoples) and other stakeholders in its operating locations. The Company 
believes its operations can provide valuable benefits to surrounding communities, in terms of direct employment, 
training and skills development and other community benefits associated with payment of taxes. In addition, the 
Company seeks to maintain its partnerships and relationships with local communities and stakeholders. 
Notwithstanding the Company’s ongoing efforts, local communities and stakeholders can become dissatisfied with 
its activities, which may result in civil unrest, protests, direct action or campaigns against it. Any such occurrences 
could materially and adversely affect the Company’s financial condition, results of operations and cash flows. 
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Foreign Exchange 
 
The Company is subject to foreign exchange risks relating to the relative value of the Canadian dollar as compared 
to the US dollar. As the Company supports its operation through financing in Canadian dollars, a decline in the US 
dollar would result in a decrease in the real value of the Company’s future revenues, and adversely affect its financial 
performance. 
 
Mineral Resource and Mineral Reserve Estimates May be Inaccurate 
 
There are numerous uncertainties inherent in estimating mineral resources and mineral reserves, including many 
factors beyond the control of the Company. Such estimates are a subjective process, and the accuracy of any mineral 
resource or mineral reserve estimate is a function of the quantity and quality of available data and of the assumptions 
made and judgments used in engineering and geological interpretation.  These amounts are estimates only and the 
actual level of mineral recovery from such deposits may be different.  Differences between management’s 
assumptions, including economic assumptions such as metal prices and market conditions, could have a material 
adverse effect on the Company’s financial position, results of operations and mineral reserve estimates. 
 
Licenses and Permits, Laws and Regulations 
 
The Company’s exploration and development activities, including mine, mill, road, rail and other transportation 
facilities, require permits and approvals from various government authorities, and are subject to extensive federal, 
provincial, state and local laws and regulations governing prospecting, development, production, exports, taxes, 
labour standards, occupational health and safety, mine safety and other matters. Such laws and regulations are 
subject to change, can become more stringent and compliance can therefore become more costly. In addition, the 
Company may be required to compensate those suffering loss or damage by reason of its activities.  There can be 
no guarantee that the Company will be able to maintain or obtain all necessary licenses, permits and approvals that 
may be required to explore and develop its properties, commence construction or operation of mining facilities. 
 
Environmental 
 
The Company’s activities are subject to extensive federal, provincial, state and local laws and regulations governing 
environmental protection and employee health and safety. Environmental legislation is evolving in a manner that is 
creating stricter standards, while enforcement, fines and penalties for non-compliance are also increasingly stringent.  
The cost of compliance with changes in governmental regulations has the potential to reduce the profitability of 
operations.  Further, any failure by the Company to comply fully with all applicable laws and regulations could have 
significant adverse effects on the Company, including the suspension or cessation of operations. 
 
Title to Properties  
 
The acquisition of title to resource properties is a very detailed and time-consuming process.  The Company holds its 
interest in certain of its properties through mining claims. Title to, and the area of, the mining claims may be disputed.  
There is no guarantee that such title will not be challenged or impaired.  There may be challenges to the title of the 
properties in which the Company may have an interest, which, if successful, could result in the loss or reduction of the 
Company’s interest in the properties. 
 
Uninsured Risks 

 
The Company maintains insurance to cover normal business risks.  In the course of exploration and development of 
mineral properties, certain risks, and in particular, unexpected or unusual geological operating conditions including 
explosions, rock bursts, cave-ins, fire and earthquakes may occur. It is not always possible to fully insure against 
such risks as a result of high premiums or other reasons. Should such liabilities arise, they could result in significant 
liabilities to the Company and increase projected costs. 
 
Competition 
 
The Company competes with many other mining companies that have substantially greater resources than the 
Company.  Such competition may result in the Company being unable to acquire desired properties, recruit or retain 
qualified employees or acquire the capital necessary to fund its operations and develop its properties.  The 
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Company’s inability to compete with other mining companies for these resources would have a material adverse 
effect on the Company’s results of operation and business. 
 
Dependence on Outside Parties 
 
The Company has relied upon consultants, engineers and others and intends to rely on these parties for development, 
construction and operating expertise. Substantial expenditures are required to establish mineral reserves through 
drilling, to carry out environmental and social impact assessments, and to develop metallurgical processes to extract 
the metal from the ore. If such parties’ work is deficient or negligent or is not completed in a timely manner, it could 
have a material adverse effect on the Company. 
 
Share Price Fluctuations  
 
The market price of securities of many companies, particularly exploration stage companies, experience wide 
fluctuations in price that are not necessarily related to the operating performance, underlying asset values or 
prospects of such companies.  
 
Conflicts of Interest 

 
Certain of the Company’s directors and officers serve or may agree to serve as directors or officers of other 
companies and, to the extent that such other companies may participate in ventures in which the Company may 
participate, the directors of the Company may have a conflict of interest in negotiating and concluding terms 
respecting such participation.  
 
Dependence on Key Personnel  
 
The Company is dependent on a relatively small number of key personnel. The Company currently does not have 
key person insurance on these individuals. Due to the Company’s relatively small size, the loss of these persons or 
the Company’s inability to attract and retain additional highly skilled employees required for the operation of the 
Company’s activities may have a material adverse effect on the Company’s business or future operations. 
 
Exploration Stage Company/No History of Earnings  
 
The Company presently does not own any properties, business or other related assets of merit and is pursuing an 
acquisition to reactivate its business. There is no guarantee that the Company will be able to complete any acquisition. 
The Company has no history of earnings or the provision of a return on investment, and there is no assurance that 
any of its properties will generate earnings, operate profitably or provide a return on investment in the future. The 
Company has not declared or paid any dividends on its common shares. 
 
COMMITMENTS AND CONTINGENCIES 
 
Management contracts 
The Company is party to certain management contracts.  These contracts contain clauses requiring additional 
payments of up to approximately $15,000 be made upon the occurrence of certain events such as a change of 
control.  As a triggering event has not taken place, the contingent payments have not been reflected in these financial 
statements.  
 
Environment 
The Company’s exploration activities are subject to various law and regulations governing the protection of the 
environment.  These laws and regulations are continually changing and generally becoming more restrictive. The 
Company believes its operations are materially in compliance with all applicable laws and regulations.  The Company 
has made, and expects to make in the future, expenditures to comply with such laws and regulations.  
 
Discontinued operations 
Valencia has discontinued mining operations in various jurisdictions and has written down the carrying value of the 
related assets to nominal amounts. An estimate of the total liability, if any, for which the Company might become 
obligated as a result of its role as operator or guarantor is not determinable, nor expected to be material, and no 
amount has been provided in the accounts of the Company. 
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OUTSTANDING SHARE DATA 
 
As at the date of this MD&A, the Company has: 

1) 18,473,219 common shares outstanding 
2) 148,125 stock options outstanding and exercisable with exercise prices ranging from $0.80 to $0.96, with 

expiry dates ranging between August 15, 2017 and May 2, 2018. If exercised, 148,125 shares would be 
issued, generating proceeds of $131,400. 
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VALENCIA VENTURES INC. 
Management’s Discussion and Analysis 
For the year ended December 31, 2015 
 (in Canadian dollars unless otherwise noted) 

 
This Management’s Discussion and Analysis (“MD&A”) provides a discussion and analysis of the financial condition 
and results of operations to enable a reader to assess material changes in the financial condition and results of 
operations as at and for the years ended December 31, 2015 and 2014. The MD&A should be read in conjunction 
with the audited financial statements for the years ended December 31, 2015 and 2014.  
 
All amounts included in the MD&A are in Canadian dollars, unless otherwise specified. This MD&A reports Valencia 
Ventures Inc.’s (“Valencia” or the “Company”) activities through April 28, 2015 unless otherwise indicated. The 
Company’s public filings can be reviewed on the SEDAR website, under the Company’s profile at www.sedar.com.  
 
All financial statements discussed in this MD&A have been prepared using International Financial Reporting 
Standards (“IFRS”) applicable to a going concern and do not reflect the adjustments to the carrying value of assets 
and liabilities, reported revenue and expenses, and the statement of financial position classifications that would be 
necessary if the going concern assumption was no longer appropriate. These adjustments could be material.  
 
The Audit Committee of the Company has reviewed this MD&A and the financial statements for the year ended 
December 31, 2015, and Valencia’s Board of Directors approved these documents prior to their release.  
 
FORWARD LOOKING INFORMATION 
 
This MD&A contains forward-looking information under Canadian securities legislation.  Forward-looking information 
includes, but is not limited to, statements with respect to the Company’s proposed acquisitions, dispositions and 
strategy, development potential and timetable of the Company’s properties; the Company’s ability to raise required 
funds; future mineral prices; mineralization projections; conclusions of economic evaluation; the timing and amount 
of estimated future exploration and development; costs of development; capital expenditures; success of exploration 
activities; mining or processing issues; currency exchange rates; government regulation of mining operations; and 
environmental risks. Forward-looking information is based on the opinions and estimates of management as of the 
date such statements are made.  Capital and operating cost estimates are based on extensive research of the 
Company, recent estimates of costs and other factors that are set out herein. Forward-looking information is subject 
to known and unknown risks, uncertainties and other factors that may cause the actual results, level of activity, 
performance or achievements of the Company to be materially different from those expressed or implied by such 
forward-looking information, including but not limited to risks related to: unexpected events and delays during 
exploration and development; acquisition risks; regulatory risks; revocation of government approvals; timing and 
availability of external financing on acceptable terms; actual results of current exploration activities; changes in project 
parameters as plans continue to be refined; future prices of minerals; accidents, labour disputes and other risks of 
the mining industry. Although management of the Company has attempted to identify important factors that could 
cause actual results to differ materially from those contained in forward-looking information, there may be other 
factors that cause results not to be as anticipated, estimated or intended. There can be no assurance that such 
statements will prove to be accurate, as actual results and future events could differ materially from those anticipated 
in such statements. Accordingly, readers should not place undue reliance on forward-looking information. The 
Company does not undertake to update its forward-looking information, except in accordance with applicable 
securities laws.  
 
BUSINESS STRATEGY AND OUTLOOK 
 
Valencia is a Canadian resource company with common shares that trade on the NEX Board of the TSX Venture 
Exchange (“NEX”) under the symbol VVI.H. 
 
The Company is primarily engaged in the acquisition, exploration and evaluation of natural resources properties in 
Canada.  The Company is currently evaluating opportunities in an effort to build shareholder value.  
 

http://www.sedar.com/


 

 
. 

 

00269211-9 120 

Highlights 
On March 13, 2015, the Company has entered into an amalgamation agreement (“Agreement”) with Chelsea Natural 
Gas Ltd., a British Columbia company, (“Chelsea CNG”) and 1028827 B.C. LTD., a British Columbia company and 
a wholly-owned subsidiary of the Company, (“VVI Subco”) incorporated subsequent to year end December 31, 2014, 
whereby the Company will acquire all of the issued and outstanding shares of Chelsea CNG (the “Transaction”). It is 
expected that the Transaction will be effected by way of a three-cornered amalgamation pursuant to which VVI Subco 
will amalgamate with Chelsea CNG, and the holders of Class “A” voting shares of Chelsea CNG will receive 1.6 
common share of Valencia for each one share of Chelsea CNG so held. The completion of the Transaction remains 
subject to a number of conditions. In connection with the transaction, the Company has provided Chelsea CNG with 
a $250,000 loan for working capital purposes. 
 
On January 29, 2016, the Company terminated the Agreement with Chelsea CNG and 1028827 B.C. LTD. The 
Company has requested Chelsea CNG to pay back the loan. The Company has fully provided for this loan and has 
recorded a bad debt expense of $250,000 on the statement of operations. 
 
Director Changes 
On February 22, 2016, the Company announced the appointment of Mr. Tito Gandhi to the Board of Directors of the 
Company following the resignation of Mr. Dave Antony from the Board. 
 
NEW AND FUTURE ACCOUNTING POLICIES 
 
During the year ended December 31, 2015, the Company adopted an amendment to IAS 24. The adoption of this 
amendment did not have any material impact on the Company’s financial statements. 
 
Certain pronouncements were issued by the IASB or the IFRIC that are mandatory for accounting periods on or after 
January 1, 2016 or later periods. Many are not applicable or do not have a significant impact to the Company and 
have been excluded. The following have not yet been adopted and are being evaluated to determine their impact on 
the Company. 
 
IFRS 9 – Financial Instruments (“IFRS 9”) was issued by the IASB in November 2009 with additions in October 2010 
and May 2013 and will replace IAS 39 Financial Instruments: Recognition and Measurement (“IAS 39”). IFRS 9 uses 
a single approach to determine whether a financial asset is measured at amortized cost or fair value, replacing the 
multiple rules in IAS 39. The approach in IFRS 9 is based on how an entity manages its financial instruments in the 
context of its business model and the contractual cash flow characteristics of the financial assets. Most of the 
requirements in IAS 39 for classification and measurement of financial liabilities were carried forward unchanged to 
IFRS 9, except that an entity choosing to measure a financial liability at fair value will present the portion of any 
change in its fair value due to changes in the entity’s own credit risk in other comprehensive income, rather than 
within profit or loss. The new standard also requires a single impairment method to be used, replacing the multiple 
impairment methods in IAS 39. IFRS 9 is effective for annual periods beginning on or after January 1, 2018.  Earlier 
adoption is permitted. 
 
IAS 1 – Presentation of Financial Statements (“IAS 1”) was amended in December 2014 in order to clarify, among 
other things, that information should not be obscured by aggregating or by providing immaterial information, that 
materiality consideration apply to all parts of the financial statements and that even when a standard requires a 
specific disclosure, materiality considerations do apply.  The amendments are effective for annual periods beginning 
on or after January 1, 2016. 
 
LIQUIDITY AND CAPITAL RESOURCES  
 
The Company does not have any operating assets that generate revenues. The Company incurred a net loss of 
$486,701 for the year ended December 31, 2015 (2014: net loss of $686,477) and generated a net cash outflow of 
$69,341 from its operating activities (2014: cash outflow of $664,936). 
 
The Company has a need for equity capital and financing for working capital and exploration and evaluation of its 
properties.  Because of continuing operating losses, limited working capital and a cumulative deficit as at December 
31, 2015, the Company's continuance as a going concern is dependent upon its ability to obtain adequate financing 
and to reach profitable levels of operation. 
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Working Capital 
 
As at December 31, 2015, the Company had negative working capital of $274,078 (2014: $212,624). 
 
CARRYING VALUE OF BALANCE SHEET ITEMS 

 
Total accounts payable as at December 31, 2015 were $312,531 (December 31, 2014 - $149,775) of which $nil 
(December 31, 2014: $nil) was owed to related parties. 
 
RESULTS OF OPERATIONS 

 
For the year ended December 31, 2015 
 
The Company recorded a comprehensive loss of $486,701 during the year ended December 31, 2015 compared to 
a loss of $536,477 during the same period of 2014. The comprehensive loss during the year ended December 31, 
2015 resulted primarily from consulting, management and professional fees, bad debt expenses, office expenses 
and shareholder communications and filing fees. The comprehensive loss during the same period in 2014 resulted 
primarily from consulting, management and professional fees, office expenses and shareholder communications and 
filling fees. 

 
Cash Flows 
 

 
 
Cash of $69,341used in operating activities during the year ended December 31, 2015 was lower than the $664,936 
used in operating activities during the year ended December 31, 2014.  
 
Cash of $250,000 was used in investing activities due to $250,000 loan provided to Chelsea CNG during the year 
ended December 31, 2015 compared to $44,565 provided from investing activities during the year ended December 
31, 2014. Cash provided by investing activities in 2014 was related to the sale on its investment of Apogee Silver 
Ltd. common shares.  
 
Cash of $nil was provided from financing activities during the year ended December 31, 2015 compared to $839,500 
provided from a private placement in fiscal 2014.  
 
SELECTED ANNUAL INFORMATION 
 

 
 
SELECTED QUARTERLY INFORMATION 
 
The quarterly results are as follows: 
 

2015 2014

Cash used in operating activities (69,341)       (664,936)       

Cash used by investing activities (250,000)      44,565          

Cash provided by financing activities -              839,500         

(Decrease) increase in cash (319,341)      219,129         

For the year ended

December 31,

2015 2014 2013
(expressed in $000s except for per share amounts) ($) ($) ($)

Net loss             (487)               (686)           (749)

Comprehensive loss             (487)               (536)           (929)

Loss per share, basic and fully diluted            (0.03)              (0.10)          (0.36)

Total assets                38                362            224 
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The general trend in decreasing total assets during 2015 and 2014 resulted from impairment losses on the Company’s 
investments and cash used by operating activities. In all the periods shown above, the Company did not generate 
any revenues and the net (losses) result primarily from corporate overheads, bad debt expense, the write off and loss 
or gain from disposal of assets. 
 
TRANSACTIONS WITH RELATED PARTIES 
 
During the year ended December 31, 2015, the Company entered into the following transactions in the ordinary 
course of business with related parties that are not subsidiaries of the Company. 
 

 
 
 
The Company shares office space and other technical services with other companies who may have similar officers 
or directors.  The costs associated with this space are administered by 2227929 Ontario Inc.  Stan Bharti, a former 
director of the Company, is an officer of Forbes & Manhattan, Inc. An administration fee of $12,500 per month is 
charged by Forbes & Manhattan, Inc until July 2014. 
 
COMPENSATION OF KEY MANAGEMENT PERSONNEL OF THE COMPANY 
 
The remuneration of directors and other members of key management personnel during the year were as follows:  
 

 
 
In accordance with IAS 24, key management personnel are those persons having authority and responsibility for 
planning, directing and controlling the activities of the Company directly or indirectly, including any directors 
(executive and non-executive) of the Company.  
 
The remuneration of directors and key executives is determined by the remuneration committee having regard to the 
performance of individuals and market trends. 
 
FINANCIAL INSTRUMENTS 
 
Financial assets and financial liabilities as at December 31, 2015 and December 31, 2014 were as follows: 
 

Period Revenues  Total 

Assets 

Net (Loss)

4th Quarter 2015 Nil              38           (294)          (0.00)          (0.00)

3rd Quarter 2015 Nil            262             (57)          (0.00)          (0.00)

2nd Quarter 2015 Nil            268             (67)          (0.00)          (0.00)

1st Quarter 2015 Nil            316             (69)          (0.01)          (0.01)

4th Quarter 2014 Nil            362           (225)          (0.04)          (0.04)

3rd Quarter 2014 Nil            459           (106)          (0.01)          (0.01)

2nd Quarter 2014 Nil              44           (192)          (0.09)          (0.09)

1st Quarter 2014 Nil            160           (134)          (0.06)          (0.06)

 Basic & Diluted Net 

Income (Loss) per 

Share 

(expressed in $000s except for per share amounts)

Summary Financial Information for the Eight Quarters Ended December 31, 2015

2015 2014

Forbes & Manhattan, Inc. -$                       87,500$                 

Purchases of goods and services

Year ended December 31,

2015 2014

Short-term benefits 44,250$                 181,496$               

Year ended December 31,



 

 
. 
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The carrying value of amounts receivable and accounts payable and accrued liabilities reflected in the statement of 
financial position approximate fair value because of the limited term of these instruments.  
 

The Company's risk exposures and the impact on the Company's financial instruments are summarized below.  There 
have been no significant changes in the risks, objectives, policies and procedures for managing risk during the years 
ended December 31, 2015 and 2014. 

Liquidity risk 

The Company's approach to managing liquidity risk is to endeavour to ensure that it will have sufficient liquidity 
to meet liabilities when due.  As at December 31, 2015, the Company had a cash balance of $10,553 (December 
31, 2014:  $347,300) to settle current liabilities of $312,531 (December 31, 2014: $149,775). All of the Company's 
financial liabilities at December 31, 2015 and 2014 have contractual maturities of less than 30 days and are 
subject to normal trade terms.  
 
Market risk 
 
(a) Interest rate risk 
 
The Company has cash balances at December 31, 2015. The Company's current policy is to invest excess cash in 
investment-grade short-term deposit certificates issued by its banking institutions. The Company periodically 
monitors the investments it makes and is satisfied with the credit ratings of its banks.  The Company considers interest 
rate risk to be minimal as investments are short term, the Company does not carry interest-bearing debt, and expects 
future financings will be primarily secured from private placements.  
 
(b) Foreign currency risk 

 
The Company's functional currency is the Canadian dollar and major purchases are transacted in Canadian dollars. 

The Company funded certain operating, exploration and administrative expenses in Chile on a cash call basis in 

United States dollars which is then converted to Chilean Pesos.  Currently, the Company does not hedge its foreign 

exchange risk.  The Company does not carry significant balances in foreign currencies that would give rise to a 

significant foreign currency risk. 

 

(c) Commodity price risk 
 
The Company is exposed to price risk with respect to commodity prices. The Company closely monitors commodity 
prices to determine the appropriate course of action to be taken by the Company. Commodity prices fluctuate on a 
daily basis and are affected by numerous factors beyond the Company’s control. The supply and demand for these 
commodities, the level of interest rates, the rate of inflation, investment decisions by large holders of commodities 
including governmental reserves and stability of exchange rates can all cause significant fluctuations in prices. Such 
external economic factors are in turn influenced by changes in international investment patterns and monetary 
systems and political developments. Price risk is remote as the Company is not a producing entity. 
 
 
 
 

December 31, 2015

 Cash, loans and 

receivables 

 Financial 

liabilities TOTAL

 $ $ $

Cash 27,959                    -                    27,959            

Accounts payable and accrued liabilities -                              (312,532)       (312,532)         

December 31, 2014

 Cash, loans and 

receivables 

 Financial 

liabilities TOTAL

 $ $ $

Cash 347,300                  -                    347,300          

Accounts payable and accrued liabilities -                              (149,775)       (149,775)         



 

 
. 
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(d) Securities price risk 
 
The Company carries investments in certain public securities for which price fluctuations can affect the Company’s 
earnings.  The Company classifies these investments as available-for-sale and price volatility is reflected in other 
comprehensive income/(loss).  

(e) Fair value 

 
A fair value hierarchy prioritizes the methods and assumptions used to develop fair value measurements for those 
financial assets where fair value is recognized on the balance sheet.  These have been prioritized into three levels: 
 
Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities. 
Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either 

directly or indirectly 
Level 3:  Inputs for the asset or liability that are not based on observable market data. 
Fair value amounts represent point-in-time estimates and may not reflect fair value in the future. The measurements 
are subjective in nature, involve uncertainties and are a matter of significant judgment. 
 

At December 31, 2015, the Company has financial instruments that are carried at fair value, with an estimated fair 
value of $nil.  
 
OUTSTANDING SHARE DATA 
 
As at April 28, 2016, the Company has: 

1) 16,473,422 common shares outstanding 
2) No warrants outstanding 
3) 151,250 stock options outstanding and are exercisable with exercise prices ranging from $0.80 to $6.40, with 

expiry dates ranging between June 29, 2016 and May 2, 2018. If exercised, 151,250 shares would be issued 
generating proceeds of $151,400. 

 
COMMITMENTS AND CONTINGENCIES 
 
The Company is party to certain management contracts.  These contracts contain clauses requiring additional 
payments of up to approximately $22,000 be made upon the occurrence of certain events such as a change of 
control.  As a triggering event has not taken place, the contingent payments have not been reflected in these financial 
statements.  
 
The Company’s exploration activities are subject to various law and regulations governing the protection of the 
environment.  These law and regulations are continually changing and generally becoming more restrictive. The 
Company believes its operations are materially in compliance with all applicable laws and regulations.  The Company 
has made, and expects to make in the future, expenditures to comply with such laws and regulations.  
 
OFF-BALANCE SHEET ARRANGEMENTS  
 
The Company had no off-balance sheet arrangements at December 31, 2015. 
 
RISKS, UNCERTAINTIES AND MARKET  

 
Mining exploration inherently contains a high degree of risk and uncertainty. Risks would include but not be limited 
to unfavourable drill results including uneconomic grades or costs of recovery, falling commodity prices, a 
strengthening Canadian dollar versus the US dollar, unfavourable costs, falling capital markets and key personnel 
changes. 
 
Valencia has discontinued mining operations in various jurisdictions and has written down the carrying value of the 
related assets to nominal amounts. An estimate of the total liability, if any, for which the Company might become 
obligated as a result of its role as operator or guarantor is not determinable, nor expected to be material, and no 
amount has been provided in the accounts of the Company. 
 
  



 

 
. 
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Valencia Ventures Inc. 
Condensed Interim Statements of Financial Position 
Unaudited 

(Expressed in Canadian 
 
 

 
 
Approved on behalf of the Board of Directors on November 29, 2018: 
 
 
“Damian Lopez”         “Tito Gandhi” 

Director  Director 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The accompanying notes are an integral part of these financial statements

September 30, December 31,

Notes 2018 2017

ASSETS

Current assets:

Cash 9,129$               9,417$               

Amounts receivable 59,331               51,151               

Prepaid expenses -                          2,160                 

TOTAL ASSETS 68,460$             62,728$             

LIABILITIES AND EQUITY

Current liabilities:

Accounts payable and accrued liabilities 7 1,032,896$       766,440$          

Total liabilities 1,032,896         766,440             

Equity/(Deficiency):

Share capital 4 337,243,823     337,243,823     

Share-based payments reserve 5 175,000             206,500             

Deficit (338,383,259)   (338,154,035)   

Total (deficiency) (964,436)           (703,712)           

TOTAL LIABILITIES AND DEFICIENCY 68,460$             62,728$             

Nature of operations and going concern 1

Commitments and contingencies 10

Subsequent events 11



Valencia Ventures Inc. 
Condensed Interim Statements of Loss and Comprehensive Loss 
Unaudited 
 (Expressed in Canadian dollars) 

 
. 
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The accompanying notes are an integral part of these financial statements

2018 2017 2018 2017

Expenses

Consulting and management fees 43,899$          327,141$        137,312$     393,743$       

Professional fees 11,500             6,160               22,500          18,160           

Shareholder communications and filing fees 27,268             14,795             56,407          30,333           

General and administrative expenses 15,421             11,616             44,505          74,974           

Travel expenses -                        -                        -                     3,508              

Share-based payments -                        175,000          -                     175,000         

Net loss and comprehensive loss (98,088)$         (534,712)$       (260,724)$    (695,718)$     

Basic and diluted loss per share (0.00)$              (0.03)$              (0.01)$           (0.04)$            

Weighted average number of common shares outstanding:

Basic and diluted 19,819,647     18,473,219     19,819,647  18,473,219   

September 30, September 30,

Nine months endedThree months ended



Valencia Ventures Inc. 
Condensed Interim Statements of Changes in Equity/(Deficiency) 
Unaudited 
Expressed in Canadian dollars 

 
. 
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The accompanying notes are an integral part of these financial statements   

 Note 

 Share-based 

payments reserve  Deficit 

 Total equity/ 

(deficiency) 

No. $ $ $ $

Balance, December 31, 2016 18,473,219 337,055,766 115,200               (337,449,472) (278,506)        

Expiry of stock options 5 -                 -                 (83,700)                83,700            -                 

Issuance of stock options -                 -                 175,000               -                 175,000          

Loss for the period -                 -                 -                       (695,718)        (695,718)        

Balance, September 30, 2017 18,473,219     337,055,766   206,500               (338,061,490) (799,224)        

Balance, December 31, 2017 19,819,647     337,243,823   206,500               (338,154,035) (703,712)        

Expiry of stock options 5 -                 -                 (31,500)                31,500            -                 

Loss for the period -                 -                 -                       (260,724)        (260,724)        

Balance, September 30, 2018 19,819,647     337,243,823   175,000               (338,383,259) (964,436)        

Share capital



Valencia Ventures Inc. 
Condensed Statements of Cash Flows 
Unaudited 
(Expressed in Canadian dollars) 
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The accompanying notes are an integral part of these financial statements 
 
 
 

2018 2017

Cash provided by (used in) 


Operating activities:

Net loss (260,724)$       (695,718)$       

Items not involving cash:

Share-based payments -                    175,000           

Working capital adjustments:

Change in amounts receivable (8,180)              (31,507)            

Change in prepaid expenses 2,160                (2,160)              

Change in accounts payable and accrued liabilities 266,456           471,629           

Net cash (used in) operating activities (288)                  (82,756)            

Change in cash (288)                  (82,756)            

Cash, beginning of the period 9,417                91,478             

Cash, end of the period 9,129$             8,722$             

September 30,

Nine months ended
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1.  Nature of operations and going concern 
 

Valencia Ventures Inc. (the "Company" or “Valencia”) is a Canadian resource company. The Company currently has 
no interests in exploration and evaluation properties and the Company is evaluating and pursuing opportunities in an 
effort to reactivate its business and build shareholder value.  On December 1, 2017, the Company entered into an 
amalgamation agreement to acquire all of the outstanding shares of 2292055 Ontario Inc. (“EarthRenew”), pursuant to 
which the Company will acquire all the issued and outstanding shares of EarthRenew (“the Transaction”).  It is expected 
that the Transaction will be effected by way of a three-cornered amalgamation pursuant to which a wholly-owned 
subsidiary of Valencia will amalgamate with EarthRenew, and all of EarthRenew’s shareholders will receive one 
Valencia common share for each EarthRenew share held.  EarthRenew is a Canadian company that expects to sell 
high value concentrated organic fertilizer from animal manure, providing an environmentally friendly waste 
management solution for high-intensity livestock farming.  In addition to producing in-demand organic fertilizer, 
EarthRenew converts natural gas to electricity using the hot exhaust from a four Megawatt rated industrial natural gas 
turbine.  The electricity produced will be used in fertilizer production, sold to the municipal power grid, or sold to other 
end users, including cryptocurrency miners.  The Transaction is expected to constitute a reverse take-over whereby 
the shareholders of EarthRenew are expected to control the combined entity. The Transaction is subject to various 
shareholder and regulatory approvals. There can be no assurance that the Transaction will be completed with the 
expected terms or at all. The registered head office of the Company is located at 65 Queen Street West, Suite 815, 
Toronto, Ontario, Canada, M5H 2M5. 
 
The Company’s shares are listed on the NEX Board of the TSX Venture Exchange (“NEX”). The Company has received 
conditional approval from the Canadian Securities Exchange (“CSE”) to proceed with the previously announced reverse 
takeover (“RTO”) of EarthRenew, a low-cost, sustainable, power-generation company with a patented production 
process that converts livestock waste to nutrient-rich, slow-release, pelleted organic fertilizer with a manufacturing 
facility located in Strathmore, Alberta. As part of the RTO and listing of Valencia's common shares on the CSE, Valencia 
intends to delist the common shares from the TSX Venture Exchange (“NEX”). The condensed interim financial 
statements of the Company for the three and nine months ended September 30, 2018 and 2017 were reviewed, 
approved and authorized for issue by the Board of Directors on November 29, 2018. 
 
The Company has a need for equity capital and financing for working capital and for exploration and evaluation 
activities.  The Company’s continuance as a going concern is dependent upon its ability to obtain adequate financing 
and to reach profitable levels of operation.  Because of continuing operating losses, negative working capital and a 
cumulative deficit as at September 30, 2018, there are material uncertainties which cast significant doubt about the 
Company’s ability to continue as a going concern. It is not possible to predict whether financing efforts will be successful 
or if the Company will attain profitable levels of operation. These condensed interim financial statements do not include 
the adjustments that would be necessary should the company be unable to continue as a going concern. Such 
adjustments could be material. 
 
2. Statement of compliance and basis of preparation 
 

These condensed interim financial statements have been prepared in accordance with International Accounting 
Standards (“IAS”) 34, Interim Financial Reporting.  Accordingly, certain information and disclosures normally included 
in annual financial statements prepared in accordance with International Financial Reporting Standards (“IFRS”), as 
issued by the International Accounting Standards Board (“IASB”), have been omitted or condensed.  These condensed 
interim financial statements should be read in conjunction with the Company’s financial statements for the year ended 
December 31, 2017. 
 
These condensed interim financial statements have been prepared on a historical cost basis.  In addition, these 
condensed interim financial statements have been prepared using the accrual basis of accounting, except for cash flow 
information, and are presented in Canadian dollars unless otherwise noted. 
 
3. New accounting policies and recent accounting pronouncements  

 
During 2018, the Company adopted a number of new IFRS standards, interpretations, amendments and improvements 
of existing standards.  These new standards and changes did not have any material impact on the Company’s financial 
statements. 

 
Certain pronouncements were issued by the IASB or the IFRIC that are mandatory for accounting periods commencing 
on or after January 1, 2018. Many are not applicable or do not have a significant impact to the Company and have 
therefore been excluded. The following have not yet been adopted and are being evaluated to determine their impact 
on the Company: 
IFRS 16- Leases (“IFRS 16”) was issued in January 2016 and specifies how to recognize, measure, present and 
disclose leases.  The standard provides a single lessee accounting model, requiring lessees to recognize assets and 
liabilities for all leases unless the lease term in 12 months or less or the underlying asset has a low value.  Consistent 
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with its predecessor, IAS 17, the new lease standard continues to require lessors to classify leases as operating or 
finance.  IFRS 16 is to be applied retrospectively for annual periods beginning on or after January 1, 2019. 
 
4. Share capital 

 
As at September 30, 2018 and December 31, 2017 the Company’s authorized number of common shares was unlimited 
without par value. 
 
5. Share-based payments reserve 
 

Under the Company’s stock option plan (the “Plan”), the Company may grant to directors, officers, employees and 
consultants options to purchase shares of the Company. The Plan provides for the issuance of stock options to acquire 
up to 10% of the Company's issued and outstanding capital. The Plan is a rolling plan as the number of shares reserved 
for issuance pursuant to the grant of stock options will increase as the Company's issued and outstanding share capital 
increases. Options granted under the Plan will be for a term not to exceed 5 years. 
The Plan provides that it is solely within the discretion of the Board to determine who should receive stock options and 
in what amounts. In no case (calculated at the time of grant) shall the Plan result in: 

 The number of options granted in a 12-month period to any one consultant exceeding 2% of the issued shares 
of the Company; 

 The aggregate number of options granted in a 12-month period to any one individual exceeding 5% of the 
outstanding shares of the Company; 

 The number of options granted in a 12-month period to employees or consultants undertaking investor 
relations activities exceeding in aggregate 2% of the issued shares of the Company; and 

 The aggregate number of common shares reserved for issuance to any one individual upon the exercise of 
options granted under the Plan or any previously established and outstanding stock option plans or grants 
exceeding 5% of the issued shares of the Company in any 12-month period. 

 

The following share-based payment arrangements were in existence during the current and prior reporting periods: 
 

 
STOCK OPTIONS: 

 
The weighted average remaining contractual life of outstanding options as of September 30, 2018 is 3.90 years 
(September 30, 2017: 4.71 years).  During the nine months ended September 30, 2018, 56,250 options expired in 
accordance with the Plan and $31,500 was recorded against deficit (nine months ended September 30, 2017: 91,875 
options expired valued at $83,700).   
 
On August 22, 2017, the Company granted a total of 1,250,000 stock options to certain officers, directors and 
consultants of the Company pursuant to the Company’s stock option plan.  The stock options vest immediately and are 
exercised at a price of $0.14 per option for a period of five years from the date of grant.   
 
6. Financial instruments 

 
Financial assets and financial liabilities as at September 30, 2018 and December 31, 2017 were as follows: 
 

 No. of 

options 

 Weighted 

Average 

Exercise Price 

 Value of 

options 

 #  $  $ 

December 31, 2016 148,125        0.89                 115,200        

Expired (91,875)         0.94                 (83,700)         

Granted 1,250,000     0.14                 175,000        

December 31, 2017 1,306,250     0.17                 206,500        

Expired (56,250)         0.80                 (31,500)         

September 30, 2018 1,250,000     0.14                 175,000        

 No. 

outstanding 

 No. 

exercisable Grant date Expiry date

 Exercise 

price 

 Fair value at 

grant date 

Expected 

volatility

 Expected 

life (yrs) 

Expected 

dividend 

yield

Risk-free 

interest 

rate

1,250,000   1,250,000     22-Aug-17 22-Aug-22 0.14$     175,000$        202% 5.00        0% 1.53%

1,250,000   1,250,000     175,000$        
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The carrying value of amounts receivable and accounts payable and accrued liabilities reflected in the statement of financial position 

approximate fair value because of the limited term of these instruments.  

 

The Company's risk exposure and the impact on the Company's financial instruments are summarized below.  There 
have been no significant changes in the risks, objectives, policies and procedures for managing risk during the nine 
months ended September 30, 2018. 
 

Liquidity risk 

The Company's approach to managing liquidity risk is to ensure that it will have sufficient liquidity to meet liabilities 
when due.  As at September 30, 2018, the Company had a cash balance of $9,129 (December 31, 2017:  $9,417) to 
settle current liabilities of $1,032,896 (December 31, 2017: $766,440). The Company's financial liabilities as at 
September 30, 2018 and December 31, 2017 generally have contractual maturities of less than 30 days and are 
subject to normal trade terms.  
 
Market risk 
 
(d) Interest rate risk 
 
The Company has cash balances as at September 30, 2018. The Company's current policy is to invest excess cash 
in investment-grade short-term deposit certificates issued by its banking institutions. The Company periodically 
monitors the investments it makes and is satisfied with the credit ratings of its banks.  The Company considers interest 
rate risk to be minimal as investments are short term, the Company does not carry interest-bearing debt, and expects 
future financings will be primarily secured from private placements. 
 
(e) Foreign currency risk 
 
The Company's functional currency is the Canadian dollar and major purchases are transacted in Canadian dollars. 
The Company does not carry balances in foreign currencies that would give rise to significant foreign currency risk.  

(c) Fair value 
 
A fair value hierarchy prioritizes the methods and assumptions used to develop fair value measurements for those 
financial assets where fair value is recognized on the balance sheet.  These have been prioritized into three levels: 
 
Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities. 
Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either 

directly or indirectly.  
Level 3:  Inputs for the asset or liability that are not based on observable market data. 
Fair value amounts represent point-in-time estimates and may not reflect fair value in the future. The measurements 
are subjective in nature, involve uncertainties and are a matter of significant judgment. 
 
As at September 30, 2018, the Company had no financial instruments to classify in the fair value hierarchy. 
 
 
 
 
 
 

September 30, 2018

 Cash, loans and 

receivables 

 Financial 

liabilities TOTAL

 $ $ $

Cash 9,129                      -                9,129             

Accounts payable and accrued liabilities -                          1,032,896   1,032,896     

December 31, 2017

 Cash, loans and 

receivables 

 Financial 

liabilities TOTAL

 $ $ $

Cash 9,417                      -                9,417             

Accounts payable and accrued liabilities -                          766,440       766,440         
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7.   Accounts payable and accrued liabilties 

 

 
8.   Capital management 

The Company manages and adjusts its capital structure based on available funds in order to support the acquisition, 
exploration and development of mineral properties. The Board of Directors does not establish quantitative return on 
capital criteria for management, but rather relies on the expertise of the Company's management to sustain future 
development of the business.  The Company considers its capital to consist of share capital and stock options. 

Management reviews its capital management approach on an ongoing basis and believes that this approach, given the 
relative size of the Company, is reasonable. 

The Company's capital management objectives, policies and processes have remained unchanged during the nine 
months ended September 30, 2018. The Company is not subject to any capital requirements imposed by a lending 
institution or regulatory body. 
 
9. Related party disclosures 
 
Compensation of key management personnel of the Company 
 
The remuneration of directors and other members of key management personnel during the period were as follows:  

 

 
 
In accordance with IAS 24, key management personnel are those persons having authority and responsibility for 
planning, directing and controlling the activities of the Company directly or indirectly, including any directors (executive 
and non-executive) of the Company.  The remuneration of directors and key executives is determined by the Board of 
Directors having regard to the performance of individuals and market trends. 
 
The Company shares office space, resources and certain services with other corporations.  The costs associated with 
these services, including the provision of office equipment and supplies, and certain other services, are administered 
by 2227929 Ontario Inc, to whom the Company pays a monthly fee.  For the nine months ended September 30, 2018, 
the Company was charged $67,500 for these and other services (nine months ended September 30, 2017: $45,000).  
A former director of the Company is currently a director of 2227929 Ontario Inc. 

 
The Executive Chairman of Forbes & Manhattan, Inc. (“F&M”), a corporation that provides administrative and consulting 
services to the Company, including but not limited to strategic planning and business development, is an insider of the 
Company.  F&M charges the Company a monthly consulting fee of $10,000.  As at September 30, 2018, $372,900 was 
owed to F&M (December 31, 2017 - $271,200).    

 

10. Commitments and contingencies 
 
Management contracts 
The Company is party to certain management and consulting contracts.  These contracts contain clauses that require 
additional payments of up to approximately $360,000 be made upon the occurrence of certain events such as contract 
termination or a change of control.  As a triggering event has not taken place, the contingent payments have not been 
reflected in these condensed interim financial statements.  
 
Leases 
The Company currently is party to a lease for office space on a 3 year term at a rate of approximately $65,000 per 
month.  The Company is fully indemnified from all costs under the lease agreement by 2227929 Ontario Inc.  
 

September 30, December 31,

2018 2017

Trade payables 1,014,096$      639,440$         

Accruals 18,800              127,000           

1,032,896$      766,440$         

2018 2017 2018 2017

Short-term benefits -$                      105,000$             -$                      120,000$             

Share-based payments -                         105,000                -                         105,000                

Three months ended September 30, Nine months ended September 30,
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10. Commitments and contingencies (continued) 
 
Discontinued operations 
The Company has discontinued mining operations in various jurisdictions and has sold, dispersed of, or written down 
the carrying value of the related assets to nominal amounts. An estimate of the total liability, if any, for which the 
Company might become obligated as a result of its role as operator, guarantor, or indemnifier is not determinable, nor 
expected to be material, and no amount has been provided for in these condensed interim financial statements. 
 

11. Subsequent events 

In connection with the RTO, Valencia intends to complete a non-brokered private placement of up to 13,636,363 
common shares at a price of 22 cents per share for aggregate cash proceeds of up to $3-million. The Company intends 
to close the first tranche of the offering, for gross proceeds of $1-million, concurrently with the closing of the RTO. The 
net proceeds of the first tranche are expected to be used by the Company to complete the RTO and for general 
corporate purposes. The first tranche is expected to close on or about November 15, 2018. The remaining tranches of 
the offering are expected to close following the completion of the RTO, and the net proceeds of such tranches will be 
used for general corporate purposes.  

Finders' fees may be paid to eligible finders in accordance with the policies of the CSE consisting of a cash commission 
equal to up to 7 per cent of the gross proceeds raised under the offering and finder warrants in an amount equal to up 
to 7 per cent of the number of common shares sold pursuant to the offering. Each finder warrant will entitle the holder 
thereof to purchase one common share at a price of 22 cents per common share for a period of 12 months following 
the closing date of the respective tranche in the offering. 
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Valencia Ventures Inc. 
Management’s Discussion and Analysis 
For the three and nine months ended September 30, 2018 - Unaudited 
(in Canadian dollars unless otherwise noted) 

 

Date: November 29, 2018 
 
The following Management’s Discussion and Analysis (“MD&A”) of the financial position and results of 
operations for Valencia Ventures Inc. (the “Company” or “Valencia”) should be read in conjunction with the 
condensed interim financial statements and notes thereto for the three and nine months ended September 
30, 2018 and 2017.  All amounts included in the MD&A are in Canadian dollars, unless otherwise specified.  
The Company’s public filings can be reviewed on the SEDAR website, under the Company’s profile at 
www.sedar.com.  
 
All financial statements discussed in this MD&A have been prepared using International Financial Reporting 
Standards (“IFRS”) applicable to a going concern and do not reflect the adjustments to the carrying value 
of assets and liabilities, reported revenue and expenses, and the statement of financial position 
classifications that would be necessary if the going concern assumption was no longer appropriate. These 
adjustments could be material.  
 
The Audit Committee of the Company has reviewed this MD&A and the financial statements for the three 
and nine months ended September 30, 2018, and the Company’s Board of Directors approved these 
documents prior to their release.  
 
FORWARD LOOKING INFORMATION 
 
This MD&A contains forward-looking information under Canadian securities legislation.  Forward-looking 
information includes, but is not limited to, statements with respect to the Company’s proposed acquisitions 
and transactions, dispositions and strategy; the Company’s ability to raise required funds; currency 
exchange rates; and the Company’s ability to restart its business.  Forward-looking information is based on 
the opinions and estimates of management as of the date such statements are made.  Capital and operating 
cost estimates are based on extensive research of the Company, recent estimates of costs and other 
factors that are set out herein. Forward-looking information is subject to known and unknown risks, 
uncertainties and other factors that may cause the actual results, level of activity, performance or 
achievements of the Company to be materially different from those expressed or implied by such forward-
looking information.  Although management of the Company has attempted to identify important factors that 
could cause actual results to differ materially from those contained in forward-looking information, there 
may be other factors that cause results not to be as anticipated, estimated or intended. There can be no 
assurance that such statements will prove to be accurate, as actual results and future events could differ 
materially from those anticipated in such statements. Accordingly, readers should not place undue reliance 
on forward-looking information. The Company does not undertake to update its forward-looking information, 
except in accordance with applicable securities laws.  
 
BUSINESS STRATEGY AND OUTLOOK 
 
Valencia is a Canadian resource company with common shares that trade on the NEX Board of the TSX 
Venture Exchange (“NEX”) under the symbol VVI.H. 
 
The Company is evaluating and pursuing opportunities in an effort to reactivate its business and build 
shareholder value, and has entered into an agreement to acquire EarthRenew (please see “Highlights” 
below).  
 
The Company has received conditional approval from the Canadian Securities Exchange (“CSE”) to 
proceed with the previously announced reverse takeover (“RTO”) of EarthRenew, a low-cost, sustainable, 
power-generation company with a patented production process that converts livestock waste to nutrient-
rich, slow-release, pelleted organic fertilizer with a manufacturing facility located in Strathmore, Alberta. As 

http://www.sedar.com/
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part of the RTO and listing of Valencia's common shares on the CSE, Valencia intends to delist the common 
shares from the TSX Venture Exchange (“NEX”). 
 
HIGHLIGHTS 
 
On December 1, 2017, the Company entered into an agreement to acquire 100% of the outstanding equity 
securities of 2292055 Ontario Inc., which carries on business under the name “EarthRenew”.  EarthRenew 
is a sustainable power generation company that generates electricity from a four MWh rated industrial 
natural gas turbine.  EarthRenew’s patented technology captures the waste heat from the turbine to 
produce high value concentrated organic fertilizer from animal manure.  Excess electricity from this process 
can be sold to the municipal grid or other end users, including cryptocurrency miners, thereby offsetting a 
significant portion of the cost of the gas used to run the plant.   
 
In connection with the RTO, Valencia intends to complete a non-brokered private placement of up to 
13,636,363 common shares at a price of 22 cents per share for aggregate cash proceeds of up to $3-
million. The Company intends to close the first tranche of the offering, for gross proceeds of $1-million, 
concurrently with the closing of the RTO. The net proceeds of the first tranche are expected to be used by 
the Company to complete the RTO and for general corporate purposes. The first tranche is expected to 
close on or about November 15, 2018. The remaining tranches of the offering are expected to close 
following the completion of the RTO, and the net proceeds of such tranches will be used for general 
corporate purposes.  
 
Finders' fees may be paid to eligible finders in accordance with the policies of the CSE consisting of a cash 
commission equal to up to 7 per cent of the gross proceeds raised under the offering and finder warrants 
in an amount equal to up to 7 per cent of the number of common shares sold pursuant to the offering. Each 
finder warrant will entitle the holder thereof to purchase one common share at a price of 22 cents per 
common share for a period of 12 months following the closing date of the respective tranche in the offering.  
 
SELECTED ANNUAL INFORMATION 
 

 
* Working Capital is defined as current assets minus current liabilities.  Working capital is a Non-IFRS figure without a 
standardized meaning.  Please see “Non-IFRS Measures” below for a reconciliation. 

 
SELECTED QUARTERLY INFORMATION 
(expressed in thousands, except per share amounts) 
 

 
 
In all the periods shown above, the Company did not generate any revenues and the net (losses) result 
primarily from corporate overheads and stock based compensation expense. 
 
RESULTS OF OPERATIONS 

 
For the three months ended September 30, 2018 
 

 December 31, 

2017

 December 31, 

2016

 December 31, 

2015

Cash (used in) operations (270,118)$         (95,289)$            (69,341)$            

Net (loss) (788,263)            (163,237)            (486,701)            

Net (loss) per share- basic and diluted (0.04)                   (0.01)                   (0.03)                   

Total Assets 62,728               94,007               38,454               

Working Capital* (703,712)            (278,506)            (274,077)            

Q3-2018 Q2-2018 Q1-2018 Q4-2017 Q3-2017 Q2-2017 Q1-2017 Q4-2016

Revenues $nil $nil $nil $nil $nil $nil $nil $nil

Net income/(loss) (98)             (82)             (81)             (92)             (535)           (48)             (113)           (24)             

Net income/(loss) per share- basic and diluted ( 0.00) ( 0.01) ( 0.00) ( 0.00) ( 0.03) ( 0.00) ( 0.01) ( 0.00)

Total Assets 68 63 62 63 45 37 67 94
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The Company recorded a net loss of $98,088 during the three months ended September 30, 2018, which 
resulted primarily from corporate overheads, consulting and management fees, and professional fees 
relating to the audit of the Company’s financial statements.  A net loss of $534,712 was recorded during 
the same period of 2017.  The difference was primarily a result of increased consulting and management 
fees and share-based compensation. 
 
For the nine months ended September 30, 2018 
 
The Company recorded a net loss of $260,724 during the nine months ended September 30, 2018, which 
resulted primarily from corporate overheads, consulting and management fees, and professional fees 
relating to the audit of the Company’s financial statements.  A net loss of $695,718 was recorded during 
the same period of 2017.   The difference was primarily a result of increased consulting and management 
fees and share-based compensation. 
  
Cash Flows 

 
 

 
 
On November 16, 2017, the Company completed a non-brokered private placement financing of 1,346,428 
common shares at a purchase price of $0.14 per share, for net proceeds of $188,057.     
 
OFF-BALANCE SHEET ARRANGEMENTS  
 
The Company had no off-balance sheet arrangements as at September 30, 2018. 
 
LIQUIDITY AND CAPITAL RESOURCES  
 
The Company does not have any operating assets that generate revenues, The Company incurred a net 
loss of $260,724 for the nine months ended September 30, 2018 (September 30, 2017: net loss of 
$695,718) and generated a net cash outflow of $288 from its operating activities (September 30, 2017: 
$82,756). 
 
The Company has a need for equity capital and financing for working capital and exploration and evaluation 
of its properties.  Because of continuing operating losses, negative working capital and a cumulative deficit 
as at September 30, 2018, the Company’s continuance as a going concern is dependent upon its ability to 
obtain adequate financing and to reach profitable levels of operation. 
 
Working Capital 
 
As at September 30, 2018, the Company had a working capital deficiency of $964,436 (December 31, 2017: 
working capital deficiency of $703,712). 
 
 
 

2018 2017

Net cash provided by/(used in) operating activities 5,059$               (19,973)$            

Increase (decrease) in cash and cash equivalents 5,059$               (19,973)$            

For the three months ended      

September 30,

2018 2017

Net cash (used in) operating activities (288)$                 (82,756)$            

(Decrease) in cash and cash equivalents (288)$                 (82,756)$            

For the nine months ended

September 30,



 

 
 

 

00269211-9 138 

Non-IFRS Measures 
 
The Company has referred to working capital throughout this document.  Working capital is a common Non-
IFRS performance measure, but without a standardized meaning.  The Company believes that, in addition 
to conventional measures prepared in accordance with IFRS, we and certain investors use this information 
to evaluate the Company’s performance and ability to generate cash, profits and meet financial 
commitments.  This Non-IFRS measure is intended to provide additional information and should not be 
considered in isolation or as a substitute for measures of performance prepared in accordance with IFRS.  
The following tables provide a reconciliation of working capital to the financial statements as at September 
30, 2018 and December 31, 2017. 
 

 
COMPENSATION OF KEY MANAGEMENT PERSONNEL OF THE COMPANY 
 
The remuneration of directors and other members of key management personnel during the reporting 
period were as follows:  

 
 
In accordance with IAS 24, key management personnel are those persons having authority and 
responsibility for planning, directing and controlling the activities of the Company directly or indirectly, 
including any directors (executive and non-executive) of the Company.  
 
The remuneration of directors and key executives is determined by the remuneration committee having 
regard to the performance of individuals and market trends. 
 
The Company shares office space, resources and certain services with other corporations.  The costs 
associated with these services, including the provision of office equipment and supplies, and certain other 
services, are administered by 2227929 Ontario Inc, to whom the Company pays a monthly fee.  For the 
nine months ended September 30, 2018, the Company was charged $67,500 for these and other services 
(nine months ended September 30, 2017: $45,000).  A former director of the Company is currently a director 
of 2227929 Ontario Inc. 
 
The Executive Chairman of Forbes & Manhattan, Inc. (“F&M”), a corporation that provides administrative 
and consulting services to the Company, including but not limited to strategic planning and business 
development, is an insider of the Company.  F&M charges the Company a monthly consulting fee of 
$10,000.  As at September 30, 2018, $372,900 (December 31, 2017 - $271,200) was owed to F&M.    
 

September 30,      

2018

 December 31, 

2017

Current assets

Cash 9,129$               9,417$               

Amounts receivable 59,331               51,151               

Prepaid expenses -                      2,160                  

68,460               62,728               

Current liabilities

Accounts payable and accrued liabilities 1,032,896$       766,440$           

Working Capital,

current assets less current liabilities (964,436)$         (703,712)$         

2018 2017 2018 2017

Short-term benefits -$                      105,000$             -$                      120,000$             

Share-based payments -                         105,000                -                         105,000                

Three months ended September 30, Nine months ended September 30,
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RECENT ACCOUNTING PRONOUNCEMENTS 
 

During 2018, the Company adopted a number of new IFRS standards, interpretations, amendments and 
improvements of existing standards.  These new standards and changes did not have any material impact 
on the Company’s financial statements. 
 
Certain pronouncements were issued by the IASB or the IFRIC that are mandatory for accounting periods 
commencing on or after January 1, 2018. Many are not applicable or do not have a significant impact to the 
Company and have therefore been excluded. The following have not yet been adopted and are being 
evaluated to determine their impact on the Company: 
 
IFRS 16- Leases (“IFRS 16”) was issued in January 2016 and specifies how to recognize, measure, present 
and disclose leases.  The standard provides a single lessee accounting model, requiring lessees to 
recognize assets and liabilities for all leases unless the lease term in 12 months or less or the underlying 
asset has a low value.  Consistent with its predecessor, IAS 17, the new lease standard continues to require 
lessors to classify leases as operating or finance.  IFRS 16 is to be applied retrospectively for annual periods 
beginning on or after January 1, 2019. 
 
FINANCIAL INSTRUMENTS 
 
Financial assets and financial liabilities as at September 30, 2018 and December 31, 2017 were as follows: 
 

 
The carrying value of amounts receivable and accounts payable and accrued liabilities reflected in the statement of 

financial position approximate fair value because of the limited term of these instruments.  

 

The Company's risk exposures and the impact on the Company's financial instruments are summarized 
below.  There have been no significant changes in the risks, objectives, policies and procedures for 
managing risk during the nine months ended September 30, 2018. 
 
Liquidity risk 
 
The Company's approach to managing liquidity risk is to ensure that it will have sufficient liquidity to 
meet liabilities when due.  As at September 30, 2018, the Company had a cash balance of $9,129 
(December 31, 2017:  $9,417) to settle current liabilities of $1,032,896 (December 31, 2017: $766,440). 
All of the Company's financial liabilities as at September 30, 2018 and December 31, 2017 have 
contractual maturities of less than 30 days and are subject to normal trade terms.   
 
Market risk 
 
(f) Interest rate risk 
 
The Company has cash balances as at September 30, 2018. The Company's current policy is to invest 
excess cash in investment-grade short-term deposit certificates issued by its banking institutions. The 
Company periodically monitors the investments it makes and is satisfied with the credit ratings of its banks.  

September 30, 2018

 Cash, loans and 

receivables 

 Financial 

liabilities TOTAL

 $ $ $

Cash 9,129                      -                9,129             

Accounts payable and accrued liabilities -                          1,032,896   1,032,896     

December 31, 2017

 Cash, loans and 

receivables 

 Financial 

liabilities TOTAL

 $ $ $

Cash 9,417                      -                9,417             

Accounts payable and accrued liabilities -                          766,440       766,440         
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The Company considers interest rate risk to be minimal as investments are short term, the Company does 
not carry interest-bearing debt, and expects future financings will be primarily secured from private 
placements.  
 
(g) Foreign currency risk 

The Company's functional currency is the Canadian dollar and major purchases are transacted in 
Canadian dollars. Currently, the Company does not hedge its foreign exchange risk.  The Company does 
not carry significant balances in foreign currencies that would give rise to a significant foreign currency risk. 
 
(c) Fair value 
 
A fair value hierarchy prioritizes the methods and assumptions used to develop fair value measurements 
for those financial assets where fair value is recognized on the balance sheet.  These have been prioritized 
into three levels: 
 
Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities. 
Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, 

either directly or indirectly 
Level 3:  Inputs for the asset or liability that are not based on observable market data. 
 
Fair value amounts represent point-in-time estimates and may not reflect fair value in the future. The 
measurements are subjective in nature, involve uncertainties and are a matter of significant judgment. 
 
As at September 30, 2018, the Company has no financial instruments to classify in the fair value hierarchy. 
 
RISKS AND UNCERTAINTIES  
 

There are several risk factors that could materially affect the Company’s future operating results and could 
cause actual events to differ materially from those described in forward–looking information relating to the 
Company.  
 
Liquidity Concerns and Future Financings 
 
To remain solvent, the Company will require additional funds. There can be no assurance that the Company 
will be successful in obtaining required financing as and when needed.  Volatile markets may make it difficult 
or impossible for the Company to obtain debt financing or equity financing on favourable terms, if at all.  
Failure to obtain additional financing on a timely basis may cause the Company to postpone or slow down 
its development plans, or reduce or terminate some or all of its activities.  
 
Early Stage Company/No History of Earnings  
 
The Company presently does not own any properties, business or other related assets of merit and is 
pursuing an acquisition to reactivate its business. There is no guarantee that the Company will be able to 
complete any acquisition. The Company has no history of earnings or the provision of a return on 
investment, and there is no assurance that any of its properties will generate earnings, operate profitably 
or provide a return on investment in the future. The Company has not declared or paid any dividends on its 
common shares. 
 
Share Price Fluctuations  
 
The market price of securities of many companies, particularly exploration stage companies, experience 
wide fluctuations in price that are not necessarily related to the operating performance, underlying asset 
values or prospects of such companies.  
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Conflicts of Interest 
 
Certain of the Company’s directors and officers serve or may agree to serve as directors or officers of other 
companies and, to the extent that such other companies may participate in ventures in which the Company 
may participate, the directors of the Company may have a conflict of interest in negotiating and concluding 
terms respecting such participation.  
 
Dependence on Key Personnel  
 
The Company is dependent on a relatively small number of key personnel. The Company currently does 
not have key person insurance on these individuals. Due to the Company’s relatively small size, the loss of 
these persons or the Company’s inability to attract and retain additional highly skilled employees required 
for the operation of the Company’s activities may have a material adverse effect on the Company’s business 
or future operations. 

Electricity Generation 
 
Changes in the Price of Electricity 
 
A portion of the Company’s revenues will be tied, either directly or indirectly, to the market price for 
electricity. Market electricity prices are impacted by a number of factors including: the strength of the 
economy, the available transmission capacity, the price of fuel that is used to generate electricity (and, 
accordingly, certain of the factors that affect the price of fuel described below); the management of 
generation and the amount of excess generating capacity relative to load in a particular market; the cost of 
controlling emissions of pollution, including the cost of carbon; the structure of the particular market; and 
weather conditions that affect the electrical load. As a result, EarthRenew cannot accurately predict future 
electricity prices and electricity price volatility could have a material adverse effect on the Company.  
 
Regulatory Risk 
 
The regulatory framework under which power generation is governed is impacted by significant shifts in 
government policy and changes in government, which creates uncertainty about public policy priorities and 
directions, particularly around electricity and environmental issues. The regulations that govern the 
competitive wholesale and retail electricity markets in Alberta continue to evolve and the extent to which 
the government of Alberta may participate in, and make adjustments to, the regulations cannot be foreseen.  
 
Third Party Transmission Systems 
 
The Strathmore Plant relies on a regional transmission system and related facilities that are owned and 
operated by third parties and have both regulatory and physical constraints that could impede the 
Company’s access to electricity markets. EarthRenew’s power generation facilities depend on electric 
transmission systems and related facilities owned and operated by third parties to deliver the electricity that 
is generated to delivery points where ownership changes. These grids operate with both regulatory and 
physical constraints which in certain circumstances may impede access to electricity markets. There may 
be instances in system emergencies in which power generation facilities are physically disconnected from 
the power grid, or production curtailed, for short periods of time.  In addition, the Company’s power 
generation facilities in the future may not be able to secure access to this interconnection or transmission 
capacity at reasonable prices, in a timely fashion or at all, which could then cause delays and additional 
costs in attempting to negotiate or renegotiate applicable power purchase agreements. Any such increased 
costs and delays could delay the commercial operation dates of any new projects and negatively affect the 
Company’s revenues and financial condition. 
 
Organic Fertilizer Production 
 
Limited Operating History 
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EarthRenew commenced commercial production at its Strathmore Plant in April 2008 and ceased fertilizer 
production shortly thereafter. Future growth plans involve expansion in the United States or Europe where 
EarthRenew has not developed a plant or produced fertilizer. Accordingly, the Company will have a 
relatively limited operating history from which an investor can evaluate its business and prospects. 
EarthRenew has generated net losses and negative cash flow from operations since the commencement 
of operations and the Company is expected to incur net losses and negative cash flow from operations 
for a significant period of time following Closing as it expands its operations, re-launches organic fertilizer 
productions and applies for regulatory permits and approvals. 
 
Unproven Products and Unproven Market 

EarthRenew’s fertilizer products are relatively new and are unproven in the marketplace. There are no 
assurances that the Company’s products will receive the broad market acceptance required for 
commercialization. Actual or perceived problems with quality control, performance or cost effectiveness of 
the Company’s products, including in relation to competition or alternative products, may lead to a lack 
of confidence and harm the Company’s ability to successfully commercialize its products. 

The market for EarthRenew’s products is undeveloped and development of such markets will require 
significant marketing efforts, working capital and increased sales and marketing staff. This may present 
difficulties due to limited resources as the price at which the Company may sell its products in commercial 
quantities has not yet been fully determined. The Company may be required to modify its growth strategy 
as a result of actual or anticipated competition, customer response, lack of resources, regulatory 
requirements or other reasons. Operating results and the price at which the Company will be able to sell its 
products and services will be highly dependent on the existence of a market for such products and overall 
farm receipts. 

Success in marketing and selling products will depend upon multiple factors, including: 
• the effectiveness of the products; 
• the ability of the Company to locate additional hosts and add sufficient manufacturing capacity at an 

acceptable cost and in compliance with regulatory requirements; 
• the ability to generate commercial sales of products; 
• acceptance of products and services by target markets; 
• inherent development risks, such as fertilizer products not having the anticipated effectiveness; 
• preclusion or obsolescence resulting from a third party developing superior or equivalent products; 
• the ability to develop repeatable processes to manufacture products in sufficient quantities; and 
• general economic conditions. 

If any of these factors cannot be overcome, the Company may not be able to introduce products to target 
markets in a timely or cost-effective manner, which could adversely affect future growth and results of 
operations. 

There can be no assurance that illustrative or indicative use information in respect of products contained 
in this Listing Statement will reflect actual use of EarthRenew’s products by growers. In adopting 
EarthRenew’s products, growers will adopt and use product in accordance with their own circumstances 
and desires and may  stage the adoption of product over time, or blend or use the Company’s fertilizer 
with other fertilizers, which may affect the demand for products. 

Operating results and the price at which the Company can sell products will be dependent on demand 
for products. Demand for products will be affected by a number of factors including weather conditions, 
commodity prices, and government policies. It is likely that the price at which the Company sells its products 
will fluctuate if there are significant changes in the price and availability of other fertilizer products. 

EarthRenew’s technology has not yet been commercialized outside of the Strathmore Plant or in other 
industries. There can be no assurance that the Company will be able to commercialize this technology 
or that the Company will be able to enter into licensing, joint ventures or other arrangements to develop 
other applications for this technology at other locations. 
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Product Price and Margin 

Operating results are and will be dependent upon product prices and margins, which are in turn 
dependent on demand for crop inputs. Demand for crop inputs can be affected by a number of factors 
including weather conditions, outlook for crop nutrient prices and farmer economics, governmental 
policies, access of the Company’s customers to credit, and build-up of inventories in distribution 
channels. See “Risk Factors - Organic Fertilizer Production - Unproven Products and Unproven Markets”. 

Product price and margins are also significantly influenced by competitor actions that change overall 
industry production capacity, such as decisions to build or close production plants, changes in 
utilization rates and pricing decisions. 
 
Competition 

The fertilizer manufacturing and electricity generation industries in which t h e  C o m p a n y  operates 
are highly competitive. Although EarthRenew does not produce the same products as traditional fertilizer 
producers, management of the Company anticipates that future sales, pricing and margins will be affected 
by the price and availability of traditional soil products such as nitrogen-based fertilizers, the price of which 
is highly dependent on inputs such as natural gas. If the price and availability of traditional fertilizer 
products is attractive, future sales, pricing and margins may suffer, which could have a material adverse 
effect on the Company’s business and financial condition.  

Competitors in the traditional fertilizer industry are larger and have better access to capital and resources 
than EarthRenew, which could affect its ability to compete. A competitor or a new entrant could invent a 
technology or process that is superior to EarthRenew’s technology or process and this would have an 
adverse effect on its ability to compete. The Company will also compete for host manure sites and for an 
adequate supply of inputs. A failure to secure future host sites will have a material adverse effect on the 
growth prospects of the Company. 
 
Production Process 

Under EarthRenew’s manufacturing model, it has developed and established, and will continue to develop 
and establish, manufacturing processes and systems at the Strathmore Plant.  

EarthRenew’s manufacturing process is a highly automated and complex process that requires extreme 
precision and quality control throughout each production stage. The Strathmore Plant consists of multiple 
components, all of which must be run on an integrated and coordinated basis. There can be no assurance 
that each component will continuously operate as designed or expected or that the necessary levels of 
integration and co-ordination will continuously be achieved. Any difficulties encountered in the 
manufacturing process could adversely affect the ability to produce products, thereby affecting the 
Company’s ability to meet customer expectations and may adversely affect the Company’s financial 
results. 
 
Intellectual Property 

EarthRenew relies on a combination of patents, trademarks, trade secrets, confidentiality agreements 
and other contractual restrictions on disclosure to protect its intellectual property rights. EarthRenew also 
enters into confidentiality agreements with employees, consultants, hosts and other third parties, and 
control access to and distribution of confidential information. 

The Company’s success will depend in part on its ability to maintain or obtain and enforce patent and other 
intellectual property protection for processes, products and technology, to preserve trade secrets and to 
operate without infringing upon the proprietary rights of third parties. Setbacks or failures in these areas 
could negatively affect the Company’s ability to compete and materially and adversely affect its business 
and financial condition. EarthRenew has obtained patents or filed patent applications in the United States, 
Canada and internationally and may, in the future, seek additional patents or file patent applications. Certain 
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aspects of EarthRenew’s technology are currently protected as trade secrets, for which the Company may or 
may not file patent applications. 

There can be no assurance that EarthRenew’s patents or patent applications will be valid or will issue 
over prior art, or that patents will issue from the patent applications that have been filed or will be filed. 
Additionally, there can be no assurances that the scope of any claims granted in any patent will provide 
adequate protection for the processes used by EarthRenew currently or in the future. The Company cannot 
be certain that the creators of EarthRenew’s technology were the first inventors of inventions and processes 
covered by patents and patent applications or that they were the first to file. Accordingly, there can be no 
assurance that EarthRenew’s patents will be valid or will afford the Company with protection against 
competitors with similar technology or processes. Despite efforts to protect proprietary rights, 
unauthorized parties may attempt to copy or otherwise obtain and use proprietary information. Monitoring 
unauthorized use of confidential information is difficult and there is no certainty that steps the Company 
take to prevent unauthorized use of patented products or confidential information will be effective. 

The Company may deem it necessary or advisable to commence litigation to enforce intellectual property 
rights. Others may claim that EarthRenew has infringed upon their intellectual property rights and 
commence litigation against the Company. The Company’s commercial success depends in part on its 
ability to operate without infringing the patents and other proprietary rights of third parties. Infringement 
proceedings relating to intellectual property are often lengthy, costly and time-consuming and their outcome is 
uncertain. Moreover, if competitors prepare and file patent applications to claim technology that is also claimed 
by EarthRenew, the Company may be forced to participate in interference proceedings to determine priority 
of invention. Litigation and participation in such proceedings could result in substantial costs and diversion of 
the efforts of the Company, even if the eventual outcome is favourable. Litigation could also subject the 
Company to significant liabilities to third parties, require disputed rights to be licensed from third parties or 
require the Company to cease using certain technology. If the Company becomes involved in any patent 
litigation, interference, opposition or other administrative proceedings, the Company will incur substantial 
expense and the efforts of technical and management personnel will be significantly diverted. As a result of 
such litigation or proceedings the Company could lose its proprietary position and be restricted or prevented 
from manufacturing products, incur significant damage awards, including punitive damages, or be required to 
seek third-party licenses that may not be available on commercially acceptable terms, if at all. In addition, the 
Company may lack the resources, whether financial or otherwise, to monitor, prosecute and enforce 
intellectual property rights.  
 
Host Industry Risks and Dependence on Hosts 

The Company’s operations will be exposed to the same industry risks faced by hosts it engages with for 
power generation and organic fertilizer production. These risks include the risk of diseases such as BSE, 
avian flu or hoof and mouth disease. New regulations resulting from these diseases may have a negative 
impact on hosts and, as a consequence, the Company’s operations. If any area in which the Company 
operates is affected by these diseases, EarthRenew’s plants may be shut down or substantially impeded in 
their operation which could have a material adverse effect on business and financial conditions. Risks 
faced by hosts do include those risks associated with cattle, dairy or poultry operations, as the case may 
be; including weather, pricing and availability of other inputs, product prices and all other matters affecting 
their commercial operation and viability. 

The Company will depend on hosts for the materials needed to manufacture organic matter fertilizers. It is 
expected that each plant will be dependent on a single host and the loss of any such host would result in a 
disruption in production from such plant. If this were to occur, it may be difficult to arrange a replacement 
supplier, because such plants cannot easily be physically relocated. Hosts may encounter problems in 
providing the Company with an adequate supply of the inputs required due to a variety of reasons, including 
failure to comply with applicable regulations and environmental factors. If hosts are unable to provide 
sufficient and timely quantities of inputs that are depended on to manufacture products or if delays or 
contractual or other difficulties in relationships with hosts are encountered, then the manufacture of products 
may be disrupted, which could have a materially adverse effect on operations, revenues and financial 
condition. The Company intends to enter into long term agreements with hosts; however there is no guarantee 
that such hosts will be able to meet their commitments under such agreements nor is there any assurance 
that the Company will enter into a sufficient number of such long term agreements. It is anticipated that host 
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agreements will provide for the delivery of specified amounts of inputs for such plants. These required 
specified amounts may not be sufficient to operate these plants at expected or full rates and the host may not 
be able to supply amounts in addition of the specified amounts. In these circumstances, the Company may 
have to source additional inputs to operate at expected levels and there is no assurance the Company will 
be able to find additional input supply. It is also expected that host agreements provide that,  in certain 
circumstances, including in unusually wet weather conditions, or, after an initial five year period in the case 
where the host is unable to operate at a profit and so reduces the number of cattle maintained at its site, 
the host is excused from its obligations to provide input to its plants. In addition, as plants will be located on 
property the Company will lease from various hosts, the Company may become liable for a failure by its 
hosts, or any other Person owning the real property upon which such plants are located, to comply with 
environmental laws and regulations. 
 
Dependence on Single Plant 

EarthRenew currently depends on a single plant to manufacture its product and generate revenue. All 
of the Company’s anticipated revenue for the foreseeable future will be derived from product and 
electricity that is produced at the Strathmore Plant. The Strathmore Plant is not operating at its base load 
production level. If the Strathmore Plant does not operate as planned or does not reach its targeted base 
load production level, the Company may need to incur additional expense and spend additional time to 
increase production at that plant, which may temporarily reduce production levels and increase 
production costs.  
 
Volatility of Electricity and Natural Gas Prices 

The Company’s future revenue will be dependent on the market prices of electricity and natural gas. 
The market rates of electricity and natural gas may be affected by changes in regulations and government 
policy and in demand and capacity supply, including cyclical changes, as well as the overall economy. 
Electricity markets are subject to regulatory developments within the jurisdictions in which the Company 
operates (or intends to operate) or sell electricity and other external factors outside the Company’s 
control, which developments or  factors  may  negatively  impact  electricity  markets,  pricing, transmission 
development and investment. This volatility may have a material adverse effect on the Company’s financial 
condition. 

To the extent that electricity prices do not increase in tandem with any future increases in natural gas 
prices,  the Company’s operating results will be adversely affected as it will not be able to sell the 
electricity produced by these plants at levels sufficient to offset a majority of the cost of the natural gas 
it will have to purchase to power such plants. 
 
Government Regulation 

The Company’s operations will be subject to a variety of federal, provincial, state and local laws, regulations, and 
guidelines, including laws and regulations relating to health and safety, manure management, production and sale 
of fertilizers, including for organic farming use, the conduct of operations, the protection of the environment, the 
operation of equipment used in operations, the sale of electricity and the transportation and the import and export 
of products. EarthRenew believes that it is currently in compliance with such laws and regulations. The Company 
intends to invest financial and managerial resources to ensure such compliance in the future. Although such 
expenditures historically have not been material, such laws or regulations are subject to change. Accordingly, it is 
impossible for the Company to predict the cost or impact of such laws and regulations on future operations. 
 
Organic Approvals 

To sell EarthRenew’s fertilizer for use in certified organic crop production, the Company must be approved 
for such use by various approval agencies in accordance with applicable regulatory standards. 
EarthRenew’s products are currently approved for use in certified organic crop production in the U.S. and 
Canada. There can be no assurance that the Company will be able to obtain approval for use of its 
products for organic agriculture in, or export to, other countries, particularly in Europe.  
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In the United States, EarthRenew products are approved for unrestricted use in certified organic crop 
production by the Washington State Department of Agriculture (WSDA). These approvals expire on an 
annual basis. An inability to renew this approval for use of the Company’s products in U.S. certified organic 
crop production would prevent the Company’s product f r om  b e in g  sold in this sector, and could have 
a material adverse effect on business and operations. The loss or inability to renew an approval to use 
these products in organic agriculture from an approval agency, or the loss of acceptance by any ACA 
of any of such products, or of the agencies that have approved these products for use, could have a 
material adverse effect on business and operations.  
 
Operating Risks and Insurance 

The Company’s operations will be subject to hazards inherent in the fertilizer manufacturing and sale and 
electrical generation industries, such as labour disruptions and unscheduled downtime, equipment 
defects, malfunctions and failures, loss of product in processing, and natural disasters, that can cause 
personal injury, loss of life, suspension of operations, damage to plants, business interruption and damage 
to or destruction of property, equipment and the environment. These risks could expose t h e  
C o m p a n y  to substantial liability for personal injury, wrongful death, property damage, pollution, 
and other environmental damages and the imposition of civil or criminal penalties. The frequency and 
severity of such incidents will affect operating costs, insurability and relationships with customers, 
employees and regulators. In the event of equipment defects, malfunctions or failures, there can be no 
assurance that supplier warranties will be effective to compensate the Company for any losses. 

The Company will continuously monitor its activities for quality control and safety. However, there are no 
assurances that safety procedures will always prevent the damages described above. Although the 
Company will maintain insurance coverage that it believes to be adequate and customary in the industries 
in which it operates, there are no assurances that such insurance will be adequate to cover all liabilities. 
In addition, there are no assurances that the Company will be able to maintain adequate insurance in 
the future at rates it considers reasonable and commercially justifiable. The occurrence of a significant 
uninsured claim, a claim in excess of the insurance coverage limits, or a claim at a time when the 
Company is not able to obtain liability insurance, could have a material adverse effect on its ability to 
conduct normal business operations. 

Defects in its products or failures in quality control could impair the Company’s ability to sell products or 
could result in product liability claims, litigation and other significant events with substantial additional 
costs. Detection of any significant defects in its products or failure in the Company’s quality control 
procedures may result in, among other things, loss of sales and market acceptance of the Company’s 
products, diversion of development resources and injury to the Company’s reputation.  

The costs the Company may incur in correcting any product defects may be substantial. Additionally, 
errors, defects or other performance problems could result in financial or other damages to customers, 
which could result in litigation. Product liability litigation, even if unsuccessful, would be time consuming 
and costly to defend. The Company’s product liability insurance may not be adequate to cover claims. 
 
Environmental and Regulatory Risk 

The Company’s operations are subject to environmental risks and regulatory compliance and there are 
no assurances that its plants will be compliant with all regulatory requirements. New or amended 
environmental laws and regulations may require the Company to curtail or stop operations at one or 
more plants, or may require expenditures by t h e  C o m p a n y  to install environmental control 
equipment or to modify operations. Failure to comply could subject the Company to fines or penalties. 

There can be no assurances that the Company will not experience difficulties in its efforts to comply 
with such laws and regulations in future years, or that the costs associated with the Company’s continued 
compliance efforts will not have a material adverse effect on its business and financial condition. The 
ability to use its product in organic agriculture is a key component to the marketability of such product. 
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Should any regulatory body prohibit organic matter fertilizers for use in organic agriculture it would 
materially adversely affect the marketability of the products of the Company. 
 
Inability to Adapt or Incorporate New Technological Processes 

The development and implementation of new technologies may result in a significant reduction in the 
costs of fertilizer production. Technological advances by other fertilizer producers in methods to convert 
minerals, green wastes, biosolids and manures into fertilizer could increase efficiency and decrease the 
cost of production, which could increase competition. In addition, the Company will rely on animal manure 
as an input to its process. The development of new technologies that utilize manure may increase 
competition for manure that could limit its access to manure and increase costs. The Company cannot 
predict when new technology may become available, the rate of acceptance of new technologies by 
its competitors or the costs associated with new technologies. It is also possible that the Company may 
not be able to incorporate new technological processes into its production process, which could place 
it at a competitive disadvantage. 
 
Cross Contamination 

Although the Company’s high heat process of up to 1,000 Fahrenheit degrees destroys pathogens, 
there is no assurance its product will not be associated with a pathogen outbreak due to cross 
contamination with other crop inputs. Although the Company attempts to restrict the use of its product 
with potentially risky inputs such as manures and composts, there can be no assurance that growers 
will not use its product in combination with these inputs. Association with a pathogen outbreak could 
damage the Company’s reputation and cause it to become involved in costly and time-consuming 
legal or regulatory proceedings, which would divert the attention of Management and key personnel 
from its business operations, could be extremely expensive to counteract, and could adversely affect 
the business. 
 
Sales Cycle 

EarthRenew is affected by seasonality risk due to weather and the potential buying patterns of major 
customers. The Company’s revenue may therefore be affected by these buying patterns, most notably a 
potential slowdown in sales over the winter and early spring. 
 
Personnel and Strategic Allies 

The successful operation of the Company’s business will depend upon the abilities, expertise, judgment, 
discretion, integrity and good faith of Management, executive officers, general managers, employees, 
consultants and strategic allies. In addition, the Company’s ability to expand will depend upon its ability to 
attract qualified personnel as needed, including marketing, sales and operational personnel. The demand 
for skilled employees is high, and the supply can be limited, particularly in the Alberta market. The 
unexpected loss of key personnel or strategic partners, or the inability to retain or recruit skilled personnel 
could have a material adverse effect on the Company’s business and financial condition. 
 
Marketing and Distribution Expertise 

Achieving market success will require substantial marketing efforts and expenditures to inform potential 
customers of the distinctive benefits and characteristics of the Company’s fertilizer. The Company’s long-
term success will depend on its ability to expand current marketing capabilities. The Company will, 
among other things, need to attract and retain experienced marketing and sales personnel. No 
assurance can be given that the Company will be able to attract and retain such personnel, or that any 
efforts undertaken by such personnel will be successful. 
 
Weather and Climate 

Adverse weather conditions represent a significant operating risk affecting potential hosts and customers 
for products. Weather conditions affect the types of crops grown, the quality and quantity of production and 



 

 
 

 

00269211-9 148 

the levels of farm inputs which, in turn, will affect demand for the Company’s products. Adverse weather 
conditions, such as drought or excessive rains, can result in both reduced production of the inputs  
required to manufacture products by the Company’s hosts, reduced crop production by customers 
for products and increased costs to operate plants. During the winter and wet seasons, the Company 
expects the amount of inputs produced by hosts to decline. A reduction in the production of the inputs 
needed to manufacture the Company’s products or crop input sales because of adverse weather 
conditions could have a material adverse effect on operating results and financial condition. 
 
Management Estimates and Assumptions 

A number of matters including, without limitation, engineering matters, energy efficiency, product 
performance and costs are based on certain assumptions and estimates made by management. These 
estimates and assumptions may prove to be inaccurate. 
 
Litigation Risks 

The Company may become involved in, named as a party to, or the subject of, various legal proceedings, 
including contract disputes, regulatory proceedings, tax proceedings and legal actions relating to intellectual 
property, product liability, personal injuries, property damage, property taxes, land rights, and the 
environment. The outcome with respect to outstanding, pending or future proceedings cannot be predicted 
with certainty and may be determined adversely to the Company and as a result, could have a material 
adverse effect on its assets, liabilities, business, financial condition and results of operations. Even if the 
Company prevails in any such legal proceeding, the proceedings could be costly and time-consuming and 
would divert the attention of Management and key personnel from business operations, which could 
adversely affect its financial condition.  
 
Credit Risk 

A substantial portion of the Company’s accounts receivable will be with customers involved in the 
agricultural industry, whose revenues may be impacted by fluctuations in commodity prices and all 
other factors affecting the economics of the agricultural industry. Collection of these receivables could 
be influenced by economic factors affecting the agricultural industry as a whole. 
 
Foreign Exchange and Interest Rates 

The Company will incur costs in United States dollars, particularly in relation to equipment and parts 
purchased from the United States. Accordingly, the Company is subject to risk from fluctuations in the 
rates of currency exchange between the United States dollar and Canadian dollar, and such fluctuations 
may materially affect its business and financial condition. As a portion of sales are projected to be made 
in U.S. dollars, currency fluctuations may also adversely affect the Company’s revenues. 
 
Catastrophic Event Risk 

EarthRenew’s operations are exposed to potential damage, including partial or full loss, resulting from 
disasters such as an earthquake, hurricane, fire, explosion, flood, severe storm, terrorist attack or other 
comparable events. Both the Strathmore Plant and plants owned by hosts could be exposed to effects of 
severe weather conditions, natural disasters and potentially catastrophic events such as a major 
accident. A pandemic or an assault or an action of malicious destruction, sabotage or terrorism committed 
at its plants or with respect to its fertilizer could also disrupt the Company’s ability to produce and sell 
fertilizer. The occurrence of a significant event that disrupts the ability of its plants to produce fertilizer for 
an extended period could have a material adverse effect on the Company’s business, financial 
condition and results of operations. 
 
COMMITMENTS AND CONTINGENCIES 
 
Management contracts 
The Company is party to certain management and consulting contracts.  These contracts contain clauses 
that require additional payments of up to approximately $360,000 be made upon the occurrence of certain 
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events such as contract termination or a change of control.  As a triggering event has not taken place, the 
contingent payments have not been reflected in these condensed interim financial statements.  
 
Leases 
The Company currently is party to a lease for office space on a 3 year term at a rate of approximately 
$65,000 per month.  The Company is fully indemnified from all costs under the lease agreement by 2227929 
Ontario Inc.  
 
Discontinued operations 
The Company has discontinued mining operations in various jurisdictions and has sold, dispersed of, or 
written down the carrying value of the related assets to nominal amounts. An estimate of the total liability, 
if any, for which the Company might become obligated as a result of its role as operator, guarantor, or 
indemnifier is not determinable, nor expected to be material, and no amount has been provided for in these 
condensed interim financial statements. 
 
OUTSTANDING SHARE DATA 
 
As at the date of this MD&A, the Company has: 

4) 19,819,647 common shares outstanding 
5) 1,250,000 stock options outstanding and exercisable with an exercise price of $0.14, expiring on 

August 22, 2022. If exercised, 1,250,000 shares would be issued, generating proceeds of 
$175,000. 
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00269211-9 151 

 

 

 
 
 
 

2292055 ONTARIO LTD. 

 
FINANCIAL STATEMENTS 

 
For the years ended December 31, 2017, 2016 and 2015 

(Expressed in Canadian dollars) 
 
 

 

 



 

 
 

 

00269211-9 152 

 
INDEPENDENT AUDITOR’S REPORT 

 
To the Shareholders of 2292055 Ontario Ltd 
 
We have audited the accompanying financial statements of 2292055 Ontario Ltd which comprise the statements of financial 
position as at December 31, 2017, 2016 and 2015, and the statements of loss and comprehensive loss, statements of changes 
in shareholder’s equity and statements of cash flows for the years then ended, and a summary of significant accounting policies 
and other explanatory information. 
 
Management's Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in accordance with 
International Financial Reporting Standards and for such internal control as management determines is necessary to enable 
the preparation of financial statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits in 
accordance with Canadian generally accepted auditing standards. Those standards require that we comply with ethical 
requirements and plan and perform the audit to obtain reasonable assurance about whether the financial statements are free 
from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements. The procedures selected depend on the auditor's judgment, including the assessment of the risks of material 
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity's preparation and fair presentation of the financial statements in order to design 
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity's internal control.  An audit also includes evaluating the appropriateness of accounting policies used 
and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.  
 
Opinion 
In our opinion, the financial statements present fairly, in all material respects, the financial position of 2292055 Ontario Ltd. as 
at December 31, 2017, 2016 and 2015 and its financial performance and its cash flows for the years then ended in accordance 
with International Financial Reporting Standards  
 
Emphasis of Matter  
Without qualifying our opinion, we draw attention to Note 1 in the financial statements which indicates that the Company had 
continuing losses during the year ended December 31, 2017 and a cumulative deficit and working capital deficiency as at 
December 31, 2017.  These conditions along with other matters set forth in Note 1 indicate the existence of a material 
uncertainty that may cast significant doubt about the Company’s ability to continue as a going concern. 
  
 UHY McGovern Hurley LLP 

  
 Chartered Professional Accountants 
 Licensed Public Accountants 
Toronto, Canada 
July 5, 2018 
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2292055 Ontario Ltd. 

Statements of Financial Position 

(Expressed in Canadian Dollars) 
 

Note

 December 31,

 2017 

 December 31,

 2016 

 December 31,

 2015 

ASSETS

Current

Cash  $          724,886  $                    8,913  $                 393 

HST Receivable 8,732 22,287 4,217

Prepaid expenses 1,040 1,040 1,040

Total current assets 734,658 32,240 5,650

Plant and Equipment 4 4,175,805 4,280,305 4,296,105

Intangible Assets 23,550 23,550 23,550

TOTAL ASSETS  $       4,934,013  $             4,336,095  $       4,325,305 

LIABILITIES

Current

Accounts payable and accrued liabilities  $          540,314  $             1,737,622  $       1,568,432 

Loans from related parties 5 2,552,330 7,321,584 6,906,989

TOTAL LIABILITIES 3,092,644 9,059,206 8,475,421

EQUITY

Share capital 6b 3,611,701                               1                         1 

Share-based payments reserve 6c 692,000                               -                         - 

Deficit          (2,462,332)               (4,723,112)         (4,150,117)

TOTAL EQUITY 1,841,369               (4,723,111)         (4,150,116)

TOTAL LIABILITIES AND EQUITY  $       4,934,013  $             4,336,095  $       4,325,305 

Nature of operations and going concern 1

Commitments 9

Subsequent events 10  
 
Approved by the Board of Directors of the Company. 
 
“Catherine Stretch”           “David Argyle” 

Director  Director 
 

 
 

The accompanying notes are an integral part of these financial statements 
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2292055 Ontario Ltd. 

Statements of Loss and Comprehensive Loss 

(Express in Canadian Dollars) 
 

For the years ended December 31, Note 2017 2016 2015

Sales -$                 $        266,126  $          63,714 

Cost of goods sold -                             (60,554)            (51,793)

Gross profit -$                 $        205,572  $          11,921 

Operating costs

Professional, consulting and management fees          (941,493)            549,163            299,576 

General and administrative            142,388              71,911              73,028 

Utilities & maintenance              59,919              62,454              65,311 

Insurance                7,575              12,306              21,425 

Property taxes              23,610              26,063            105,323 

Travel & accommodation              58,039              20,329                1,450 

Interest expense                2,518              36,055            134,976 

Share-based payments 6c            692,000                       -                       - 

Gain on debt settlement 5       (2,311,192)                       -                       - 

Foreign exchange loss                5,854                   288              21,098 

Total operating costs       (2,260,782)            778,569            722,186 

Net income before income tax         2,260,782          (572,997)          (710,265)

Net loss and comprehensive loss for the period  $     2,260,782  $      (572,997)  $      (710,265)

Net loss per share - basic and diluted $ 0.08                $ (0.02)               (0.04)               

Weighted average number of shares outstanding 27,985,416     24,547,945     20,000,000      
 
 
 
 
 
 
 
 
 
 

The accompanying notes are an integral part of these financial statements 
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2292055 Ontario Ltd. 

Statement of Changes in Shareholders’ Equity 

(Expressed in Canadian Dollars) 
 

Number of 

Shares

Share 

Capital

Share-based 

reserve
Deficit

Total 

Shareholders' 

equity

Balance as at December 31, 2014 20,000,000         1$                -$                       (3,439,851)$         (3,439,850)$         

Net loss for the year -                         -                   -                         (710,265)              (710,266)              

Balance as at December 31, 2015 20,000,000         1$                -$                       (4,150,117)$         (4,150,116)$         

Share issued for services 10,000,000         -                   -                         -                           -                           

Net loss for the year -                         -                   -                         (572,997)              (572,996)              

Balance as at December 31, 2016 30,000,000         1$                -$                       (4,723,113)$         (4,723,112)$         

Share issued for services 13,127,000         -                   -                         -                           -                           

Private placement 7,873,000           2,361,900    -                         -                           2,361,900            

Share issued for settlement of debt 4,000,000           1,249,800    -                         -                           1,249,800            

Share based payments -                         -                   692,000              -                           692,000               

Net income for the year -                         -                   -                         2,260,782            2,260,781            

Balance as at December 31, 2017 55,000,000         3,611,701$  692,000$            (2,462,331)$         1,841,369$          
 

 
The accompanying notes are an integral part of these financial statements 
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2292055 Ontario Ltd. 

Statements of Cash Flows 

(Expressed in Canadian dollars) 

 

For the years ended December 31, Note 2017 2016 2015

CASH FLOWS FROM:

Operating activities

Net income (loss) for the year 2,260,782$         (572,997)$           (710,265)$           

Adjustments for items not affecting cash

Interest expense -                          36,055                134,976              

Share-based payments 6c 692,000              -                          -                          

Gain on settlement of debt 5 (2,311,192)          -                          -                          

Net change in non-cash working capital items:

Accounts receivable 13,555                (18,069)               (133)                    

Prepaids -                          -                          (1,040)                 

Accounts payable and accrued liabilities (1,197,309)          169,189              465,700              

Cash flows used in operating activities (542,164)             (385,822)             (110,762)             

Investing activities

Disposition of capital assets 4 104,500              15,800                1,575                  

Cash flows from financing activities 104,500              15,800                1,575                  

Financing activities

Private placement 6b 2,361,900           -                          -                          

Loans received 5 100,000              378,541              87,659                

Loan repaid (1,308,262)          -                          -                          

Cash flows from investing activities 1,153,638           378,541              87,659                

Net change in cash and cash equivalents 715,974              8,519                  (21,528)               

Cash and cash equivalents, beginning of year 8,913                  393                     21,921                

Cash and cash equivalents, end of year 724,887$            8,912$                393$                   

CASH AND CASH EQUIVALENTS CONSIST OF:

Cash 724,886$            8,913$                393$                   

Cash equivalents -                          -                          -                          

724,886$            8,913$                393$                    
 

The accompanying notes are an integral part of these financial statements 
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1. NATURE OF OPERATIONS  
 
2292055 Ontario Ltd. (“the Company” or “Earth Renew”) is a incorporated in the province of Ontario. Earth Renew 
is a Canadian company that sells high-value concentrated organic fertilizer from animal manure, providing an 
environmentally friendly waste management solution for high-intensity livestock farming. These high-intensity 
livestock operations are under significant regulatory and consumer pressure to find viable approaches to 
managing their waste by-product. 
 
Earth Renew has a full-scale commercial facility located on a 35,000-head cattle feedlot in Strathmore, Alberta, 
and an offtake agreement for retail and wholesale distribution of its product in Canada and the United States 
through Sun Country Organics.  
 
In addition to producing in-demand organic fertilizer, Earth Renew's technology applies the hot exhaust from a 
four-megawatt rated industrial natural gas turbine directly to heat processing while the turbine generates 
electricity. Excess electricity can be sold to the municipal grid or other end-users, thereby offsetting a significant 
portion of the cost of the gas used to run the plant.  
 
These financial statements are prepared on a going concern basis which assumes the Company will be able to 
meet its obligations and continue its operations for the next fiscal year.    
  
At December 31, 2017, the Company had negative working capital of $2,357,986 and a cumulative loss since 
inception of $2,462,332. The Company has a need for equity capital and financing for working capital and 
development of its projects. During 2016, the Company curtained operations and the Company had no revenues 
during 2017. These matters represent material uncertainties that cast significant doubt about the ability of the 
Company to continue as a going concern. The Company's continuance as a going concern is dependent upon its 
ability to obtain adequate financing and to reach profitable levels of operation. It is not possible to predict whether 
financing efforts will be successful or if the Company will attain profitable levels of operations. Management 
believes it will be successful in raising the necessary funding to continue operations in the normal course of 
operations and was able to close private placement financings during the year ended December 31, 2017 (see 
Note 6). However, there is no assurance that these funds will be available on terms acceptable to the Company 
or at all.  
  
These financial statements do not reflect adjustments to the carrying value of the assets and liabilities that would 
be necessary should the Company be unable to continue operations such adjustments could be material.   
  
The head office of the Company is located at 65 Queen Street West, Suite 800, Toronto, Ontario, M5H 2M5.   
 
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  

 
The principal accounting policies applied in the preparation of these financial statements are set out below. These 
accounting policies have been consistently applied to all periods presented unless otherwise stated. 
 
a) Statement of compliance 
 

These financial statements of the Company for the years ended December 31, 2017 and 2016 have been 
prepared in accordance with International Financial Reporting Standards (“IFRS”), as issued by the International 
Accounting Standards Board (“IASB”).    

  
These consolidated financial statements were reviewed, approved and authorized for issue by the Board of 
Directors on July 6, 2018. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
b) Functional and presentation currency 
 
The functional currency of the Company is the currency of the primary economic environment in which it operates.   
The Company’s financial statements are presented in Canadian dollars which is the functional currency of the 
Company.     
  
In preparing the financial statements of the individual entities, transactions in currencies other than the entity’s 
functional currency (“Foreign Currencies”) are recognized at the rates of exchange prevailing at the dates of the 
transactions. At the end of each reporting period, monetary items denominated in Foreign Currencies are 
retranslated at the rates prevailing at that date. Non-monetary items carried at fair value that are denominated in 
Foreign Currencies are retranslated at the rates prevailing at the date when the fair value was determined. 
 
c) Cash and cash equivalents 

Cash and cash equivalents are carried in the statement of financial position at amortized cost. Cash and cash 
equivalents consist of cash on deposit with banks and highly liquid short-term interest-bearing securities with 
maturities at the date of purchase of three months or less. 
 
d) Financial instruments 

The Company classifies its financial instruments in the following categories: at fair value through profit and loss, 
loans and receivables, available-for-sale and other financial liabilities. The classification depends on the purpose 
for which the financial assets or liabilities were acquired. Management determines the classification of financial 
assets and liabilities at initial recognition. Where the Company expects to realize the asset or discharge the liability 
within twelve months, it is recorded as a current asset or liability; otherwise, it is recorded as a long-term asset or 
liability. 
 
Financial assets and liabilities at fair value through profit and loss 

Financial assets and liabilities at fair value through profit and loss are considered to be held for trading. A financial 
asset or liability is classified in this category is acquired principally for the purpose of selling or redeeming in the 
short-term. Derivatives are included in this category unless they are designated as hedges. Financial assets and 
liabilities carried at fair value through profit and loss are initially recognized at fair value and are subsequently 
remeasured to their fair value at each statement of financial position date. Realized and unrealized gains and 
losses arising from changes in the fair value of these financial assets or liabilities are included in the statement of 
operations in the period in which they arise. 
 
Loans and receivables 

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted 
in an active market. They are classified as current assets or non-current assets based on their maturity date. The 
Company classifies its cash and cash equivalents in the statement of financial position, as loans and receivables. 
Loans and receivables are initially recognized at fair value and subsequently carried at amortized cost less any 
impairment. 
 
Available-for-sale financial assets 

Available-for-sale financial assets are non-derivatives that are either designated as available-for-sale or not 
classified in any of the other categories. Available-for-sale assets are initially recorded at fair value plus transaction 
costs and are subsequently carried at fair value. Unrealized gains and losses arising from changes in the fair 
value of non-monetary assets classified as available-for-sale are recognized in other comprehensive income. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
d) Financial instruments (continued) 
 
Other financial liabilities 
 
Other financial liabilities are recognized initially at fair value, net of transaction costs incurred, and are 
subsequently stated at amortized cost. Any difference between the amounts originally received (net of transaction 
costs) and the redemption value is recognized in the statement of income over the period to maturity using the 
effective interest method. 
 

Fair value of financial instruments 
 
The fair value of financial instruments that are traded in active markets at each reporting date is determined by 
reference to quoted market prices or dealer price quotations (bid price for long positions and ask price for short 
positions), without any deduction for transaction costs. 
 
For financial instruments not traded in an active market, the fair value is determined using appropriate valuation 
techniques. Such techniques may include using recent arm’s length market transactions; reference to the current 
fair value of another instrument that is substantially the same; discounted cash flow analysis or other valuation 
models. 
 

Impairment of financial assets 

 

The Company assesses at each statement of financial position date whether there is objective evidence that a 
financial asset or a group of financial assets is impaired. An evaluation is made as to whether a decline in fair 
value is significant or prolonged based on indicators such as significant adverse changes in the market, economic 
or legal environment. 
 
Derecognition of financial assets and liabilities 

 

Financial assets are derecognized when the investments mature or are sold and substantially all the risks and 
rewards of ownership have been transferred. A financial liability is derecognized when the obligation under the 
liability is discharged, cancelled or expired. Gains and losses on derecognition are recognized within interest and 
other income and finance costs, respectively. 
 

e) Borrowings and borrowing costs 
 
Borrowings are recognized initially at fair value, net of transaction costs incurred. Borrowings are subsequently 
stated at amortized cost, any difference between the proceeds (net of transaction costs) and the redemption value 
is recognized in the income statement over the period of borrowings using the effective interest method. 
Borrowings are classified as current liabilities unless the group has an unconditional right to defer settlement of 
the liability for at least 12 months after the balance sheet date. Borrowing costs directly attributable to the 
acquisition, construction or production of a qualifying asset are capitalized as part of the cost of that asset in the 
period that they are incurred. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

f) Taxation 
 

Current income tax 
 
Income tax expense represents the sum of the tax currently payable and deferred tax. The tax currently payable 
is based on taxable profit for the year. Taxable profit differs from profit or loss as reported in the statement of 
operations because of items of income or expense that are taxable or deductible in other years and items that are 
never taxable or deductible. The Company’s liability for current tax is calculated using tax rates that have been 
enacted or substantively enacted by the end of the reporting period. 
 
Deferred income tax 
 
Deferred tax is recognized on temporary differences between the carrying amounts of assets and liabilities in the 
financial statements and the corresponding tax bases used in the computation of taxable profit. Deferred tax 
liabilities are generally recognized for all taxable temporary differences. Deferred tax assets are generally 
recognized for all deductible temporary differences to the extent that it is probable that taxable profits will be 
available against which those deductible temporary differences can be utilized. Such deferred tax assets and 
liabilities are not recognized if the temporary difference arises from goodwill or from the initial recognition (other 
than in a business combination) of other assets and liabilities in a transaction that affects neither the taxable profit 
nor the accounting profit. 
 
The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to the 
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to 
be recovered. 
 
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period in which 
the liability is settled or the asset realized, based on tax rates (and tax laws) that have been enacted or 
substantively enacted by the end of the reporting period. The measurement of deferred tax liabilities and assets 
reflects the tax consequences that would follow from the manner in which the Company expects, at the end of the 
reporting period, to recover or settle the carrying amount of its assets and liabilities. 
 
Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets 
against current tax liabilities and when they relate to income taxes levied by the same taxation authority and the 
Company intends to settle its current tax assets and liabilities on a net basis. 
 
g) Provisions 

 
General 

Provisions are recognised when (a) the Company has a present obligation (legal or constructive) as a result of a 
past event and (b) it is probable that an outflow of resources embodying economic benefits will be required to 
settle the obligation and a reliable estimate can be made of the amount of the obligation. If the effect of the time 
value of money is material, provisions are discounted using a current risk free pre tax rate that reflects, where 
appropriate, the risks specific to the liability. Where discounting is used, the increase in the provision due to the 
passage of time is recognised as a finance cost. 
 
h) Loss per share  

Earnings (loss) per share is based on the weighted average number of common shares of the Company 
outstanding during the period. The diluted earnings (loss) per share reflects the potential dilution of common share 
equivalents, such as outstanding share options and warrants, in the weighted average number of common shares 
outstanding during the period, if dilutive. No exercise or conversion is assumed during periods in which a net loss 
is incurred as the effect is anti-dilutive. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

i) Plant and Equipment 
 

Items of plant and equipment are stated at cost, less accumulated depreciation and accumulated impairment 
losses. 
 
The initial cost of an asset comprises its purchase price or construction cost, any costs directly attributable to 
bringing the asset into operation, and for qualifying assets, borrowing costs. The purchase price or construction 
cost is the aggregate amount paid and the fair value of any other consideration given to acquire the asset. The 
capitalized value of a finance lease is also included within property, plant and equipment. 

 
j) Impairment of non-financial assets 

 
At each statement of financial position reporting date, the carrying amounts of the Company’s non-financial assets 
are reviewed to determine whether there is any indication that those assets have suffered an impairment loss. 
Where such an indication exists, the recoverable amount of the asset is estimated in order to determine the extent 
of the impairment, if any. The recoverable amount is the higher of fair value less costs to sell and value in use. 
Fair value is determined as the amount that would be obtained from the sale of the asset in an arm’s length 
transaction between knowledgeable and willing parties. In assessing value in use, the estimated future cash flows 
are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the 
time value of money and the risks specific to the asset. If the recoverable amount of an asset is estimated to be 
less than its carrying amount, the carrying amount of the asset is reduced to its recoverable amount and the 
impairment loss is recognized in profit or loss for the period. 
Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised 
estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying 
amount that would have been determined had no impairment loss been recognized for the asset in prior years. A 
reversal of an impairment loss is recognized immediately in profit or loss. 
 
k) Restoration, rehabilitation and environmental obligations 

 
A provision is recognized in the statement of financial position when the Company has a present legal or 
constructive obligation as a result of a past event, and it is probable that an outflow of economic benefits will be 
required to settle the obligation. If the effect is material, provisions are determined by discounting the expected 
future cash flows at a pre-tax rate that reflects current market assessments of the time value of money and, where 
appropriate, the risks specific to the liability. Amounts recorded for the related assets are increased by the amount 
of these obligations. Over time, the liabilities will be accreted for the change in their present value and the initial 
capitalized costs will be depleted and amortized over the useful lives of the related assets. The increase in 
provisions for restoration, rehabilitation and environmental obligations due to the passage of time is charged to 
profit or loss as a finance cost. The Company did not have any material restoration, rehabilitation and 
environmental obligations as of December 31, 2017, 2016 and 2015. 
 
l) Segment reporting 

Operating segments are reported in a manner consistent with internal reporting provided to the chief operating 
decision maker. The chief operating decision maker has been identified as the executive leadership team, which 
comprises the executive directors and certain senior executives. The executive leadership team is responsible for 
assessing the performance of the operating segments for the purpose of making decisions about resources to be 
allocated. Operating segments are combined for external reporting purposes where they have similar economic 
characteristics, and the nature of products and production processes, the type and class of customers and the 
methods to distribute products are all similar. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

m) Share-based payments  

Share-based payments to employees are measured at the fair value of the instruments issued and amortized over 
the vesting periods. Share-based payments to non-employees are measured at the fair value of goods or services 
received or the fair value of the equity instruments issued, if it is determined the fair value of the goods or services 
cannot be reliably measured and are recorded at the date the goods or services are received.   

The Company operates an employee stock option plan.   The corresponding amount is recorded to the stock 
option reserve. The fair value of options is determined using the Black–Scholes pricing model which incorporates 
all market vesting conditions. The number of shares and options expected to vest is reviewed and adjusted at the 
end of each reporting period such that the amount recognized for services received as consideration for the equity 
instruments granted shall be based on the number of equity instruments that eventually vest.  On exercise of a 
stock option, any amount related to the initial value of the stock option, along with the proceeds from exercise are 
recorded to share capital.  On expiry of a stock option, any amount related to the initial value of the stock option 
is recorded to deficit.    
 
n) New and future accounting policies 
 
Certain pronouncements were issued by the IASB or the IFRIC that are mandatory for accounting periods on or 
after January 1, 2017 or later periods. Many are not applicable or do not have a significant impact to the Company 
and have been excluded.  
 
New standards and amendments adopted:  
 
 IAS 7 – Statement of Cash Flows (“IAS 7”) was amended in January 2016 to clarify that disclosures shall be 
provided that enable users of financial statements to evaluate changes in liabilities arising from financing activities. 
The amendments are effective for annual periods beginning on or after January 1, 2017.  There was no material 
impact from the adoption of this standard.   
 
Standards and amendments to be adopted:  
 
IFRS 2 – Share-based Payment (“IFRS 2”) was amended by the IASB in June 2016 to clarify the accounting for 
cash-settled share-based payment transactions that include a performance condition, the classification of share-
based payment transactions with net settlement features and the accounting for modifications of share-based 
payment transactions from cash-settled to equity-settled. The amendments are effective for annual periods 
beginning on or after January 1, 2018, with earlier application permitted.   The Company does not anticipate a 
material impact to the financial statements on the adoption of this standard.  
 
IFRS 9 – Financial Instruments (“IFRS 9”) was issued by the IASB in July 2014 and will replace IAS 39 Financial 
Instruments: Recognition and Measurement. IFRS 9 uses a single approach to determine whether a financial 
asset is measured at amortized cost or fair value, replacing the multiple rules in IAS 39. The approach in IFRS 9 
is based on how an entity manages its financial instruments in the context of its business model and the contractual 
cash flow characteristics of the financial assets. Most of the requirements in IAS 39 for classification and 
measurement of financial liabilities were carried forward unchanged to IFRS 9. The new standard also requires a 
single impairment method to be used, replacing the multiple impairment methods in IAS 39. Requirements relating 
to Hedge Accounting, representing a new hedge accounting model, have been added to IFRS 9 in November 
2013. The new model represents a substantial overhaul of hedge accounting which will allow entities to better 
reflect their risk management activities in the financial statements. The most significant improvements apply to 
those that hedge non-financial risk, and so these improvements are expected to be of particular interest to non-
financial institutions. The standard is effective for annual periods beginning on or after January 1, 2018. Based on 
the financial statements at December 31, 2017, the Company does not anticipate a material impact to the financial 
statements on the adoption of IFRS 9.  
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
n) New and future accounting policies 
 
IFRS 15 - Revenue from Contracts with Customers ("IFRS 15") addresses how and when entities recognize 
revenue, as well as requires more detailed and relevant disclosures. IFRS 15 supersedes IAS 11 Construction 
Contracts, IAS 18 Revenue, IFRIC 13 Customer Loyalty Programs, IFRIC 15 Agreements for the Construction of 
Real Estate, IFRIC 18 Transfers of Assets from Customers and SIC-31 Revenue - Barter Transactions Involving 
Advertising Services. The Section provides a single, principles based five-step model to be applied to all contracts 
with customers, with certain exceptions. The standard is effective for annual periods beginning on or after January 
1, 2018. Earlier application is permitted. The Company will assess the impact of adopting IFRS 15 prior to 
commencement of commercial production. 
 
IFRS 16 – Leases (“IFRS 16”) was issued in January 2016 and replaces IAS 17 – Leases as well as some lease 
related interpretations. With certain exceptions for leases under twelve months in length or for assets of low value, 
IFRS 16 states that upon lease commencement a lessee recognises a right-of-use asset and a lease liability.  The 
right-of-use asset is initially measured at the amount of the liability plus any initial direct costs.  After lease 
commencement, the lessee shall measure the right-of-use asset at cost less accumulated depreciation and 
accumulated impairment. A lessee shall either apply IFRS 16 with full retrospective effect or alternatively not 
restate comparative information but recognise the cumulative effect of initially applying IFRS 16 as an adjustment 
to opening equity at the date of initial application. IFRS 16 requires that lessors classify each lease as an operating 
lease or a finance lease.  A lease is classified as a finance lease if it transfers substantially all the risks and 
rewards incidental to ownership of an underlying asset.  Otherwise it is an operating lease.  IFRS 16 is effective 
for annual periods beginning on or after January 1, 2019. Earlier adoption is permitted if IFRS 15 has also been 
applied. 
 
3. SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS  

The preparation of the financial statements in conformity with IFRS requires the Company’s management to make 
judgments, estimates and assumptions about future events that affect the amounts reported in the financial 
statements and related notes to the financial statements.  Although these estimates are based on management’s 
best knowledge of the amount, event or actions, actual results may differ from these estimates. 

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are 
recognized in the period in which the estimates are revised and in any future periods affected.  

The significant areas of estimation and uncertainties considered by management in preparing the consolidated 
financial statements include: 

Critical judgement in applying accounting policies: 

 Assets’ carrying values and impairment charges 

In the determination of carrying values and impairment charges, management looks at the higher of 
recoverable amount or fair value less costs to sell in the case of assets and at objective evidence, 
significant or prolonged decline of fair value on financial assets indicating impairment. These 
determinations and their individual assumptions require that management make a decision based on the 
best available information at each reporting period. 

 Contingencies 

Refer to Note 10. 
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3. SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS (CONTINUED) 

Key sources of estimation uncertainty: 

 Depreciation rates 

All property, plant and equipment, with the exception of leasehold improvements, are depreciated on a 
straight-line basis over three to five years, which the Company believes is the best approximation of the 
asset utility to the Company. If the estimated life had been longer by than management’s estimate, the 
carrying amount of the asset would have been higher. 

 

4. PLANT AND EQUIPMENT 

Reconciliation of the carrying amount for the years ended December 31, 2017, 2016 and 2015 follows: 

Buildings Plant Total

Cost at December 31, 2014 642,185             3,655,495       4,297,680         

Disposals -                           (1,575)              (1,575)               

Cost as at December 31, 2015 642,185             3,653,920       4,296,105         

Disposals -                           (15,800)            (15,800)             

Cost as at December 31, 2016 642,185             3,638,120       4,280,305         

Disposals -                           (104,500)         (104,500)           

Cost as at December 31 2017 642,185             3,533,620       4,175,805         

Net book value as at December 31, 2015 642,185             3,653,920       4,296,105         

Net book value as at December 31, 2016 642,185             3,638,120       4,280,305         

Net book value as at December 31, 2017 642,185             3,533,620       4,175,805          
 
The recorded value of the plant and equipment reflects the distressed value of the assets when they were 
purchased out of bankruptcy less adjustments for specific equipment subsequently disposed at the estimated 
carrying value. 

5. RELATED PARTY TRANSACTIONS 

The Company entered into the following transactions in the ordinary course of business with related parties that 
are not subsidiaries of the Company.  

Loans Payable 

The Company entered into the loan agreement with 0890241 B.C. Ltd. 0890241 B.C. Ltd. provided a demand 
loan to the Company. This loan is unsecured and bears interest at 3%. The principal and interest totaling 
$2,450,752 was outstanding at December 31, 2017 (December 31, 2016 - $7,288,358 and December 31, 2015 - 
$6,754,106)). Directors of the Company are also directors of 0890241 B.C. Ltd. 

On November 14, 2017, the Company borrowed $100,000 from Aberdeen International Inc. The interest rate on 
the loan is 12%, The loan is repayable including the principal and accrued interest on or before November 14, 
2018. The balance of loan including accrued interest was $101,578 as of December 31, 2017. An officer of the 
Company is also an officer of Aberdeen International Inc. 

Director and officers advance fund to the Company. These advances are unsecured and bears interest at nil%. 
Advances totaling $nil was outstanding at December 31, 2017 (December 31, 2016 - $33,226 and December 31, 
2015 - $152,882)). 

During 2017, the Company granted 2,660,000 options with an exercise price of $0.25 expiring July 18, 2021 to 
directors and officers of the Company. 

 
6. SHARE CAPITAL 
 
a) Authorized 

Unlimited number of voting common shares, without par value. 
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b) Issued and outstanding common shares 

No. of Shares Stated Value

# $

Balance as at December 31, 2014 and 2015 20,000,000        1                 

Share issued for services 10,000,000        -                  

Balance as at December 31, 2016 30,000,000        1                 

Share issued for services 13,127,000        -                  

Private placement 7,873,000          2,361,900     

Shares issued for debt settlement 4,000,000          1,249,800     

Balance as at December 31, 2017 55,000,000        3,611,701      

 

During 2016, the Company issued 10,000,000 common shares for nominal consideration which was the estimated 
fair value of the shares at the time of issue for services rendered to the Company by its directors, officers and 
consultants. 

During 2017, the Company issued 13,127,000 common shares for nominal consideration which was the estimated 
fair value of the shares at the time of issue for services rendered to the Company by its directors, officers and 
consultants. 

On October 10, 2017, the Company issued 4,000,000 common shares to settle $1,249,800 of debt. 

On December 7, 2017, the Company closed a private placement for $2,361,900 by issuing 7,873,000 common 
shares at $0.30. 

c) Share-based payments reserve 
 
Stock options 
The Company has an amended stock option compensation plan for executives and employees. In 
accordance with the terms of the plan, officers, non-independent directors, employees and consultants of 
the Company may be granted options to purchase common shares at exercise prices determined at the time 
of grant. The Company has adopted a Floating Stock Option Plan (the “Plan”), whereby the number of 
common shares reserved for issuance under the Plan is equivalent to up to 10% of the issued and 
outstanding shares of the Company.  Options under the Plan which have been exercised or which have 
expired shall be available for subsequent grants. The option vesting terms are determined at the discretion 
of the Board of Directors. 
 
Each employee share option converts into one common share of the Company on exercise. No amounts are 
paid or payable by the recipient on receipt of the option. The options carry neither right to dividends nor 
voting rights. Options may be exercised at any time from the date of vesting to the date of their expiry. 
 
 

Number of options

 Weighted 

average exercise 

price value

December 31, 2014, 2015 and 2016                         -    $                  -   -$                    

Granted 4,000,000             0.25$                346,000$         

December 31, 2017 4,000,000             0.25$                346,000$          
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6. SHARE CAPITAL (continued) 
  

c) Share-based payments reserve (continued) 
 
The following stock options are in existence as of December 31, 2017, 2016 and 2015 

Number 

outstanding

Number 

exercisable Grant date Expiry date

Exercise 

price 

Expected 

volatility

Expected 

life (yrs)

Expected 

dividend yield

Risk-free 

interest rate

    4,000,000       4,000,000 18-Jul-17 18-Jul-21  $         0.25 100% 4 0% 1.48%

4,000,000    4,000,000     

Black-Scholes inputs

 
 
 

7. CAPITAL MANAGEMENT 

The Company considers its capital structure to consist of share capital. The Company manages its capital 
structure and makes adjustments based on the funds available to support the development of its operations. The 
board of directors has not established quantitative return on capital criteria for management and relies on the 
expertise of management and the board of directors to sustain future development of the business. 
 
The Company is dependent upon external financing to fund its activities. To continue to carry out the Company’s 
planned development and funding of ongoing administrative expenses the Company will utilize its existing working 
capital and will raise additional capital as appropriate. 

The management and board of directors of the Company review its capital management approach on an ongoing 
basis and believe it reflects a reasonable approach given the relative size of the Company’s assets. There were 
no changes to the approach of management and the board of directors to capital management for the year ended 
December 31, 2017, 2016 and 2015. The Company is not subject to externally imposed capital requirements. 
 
8. FINANCIAL RISK MANAGEMENT 
 
The Company’s activities expose it to a variety of financial risks including market risk (including currency, 
commodity and cash flow interest rate risk), fair value risk, credit risk, liquidity risk and capital risk.  
 

Fair value hierarchy 
 
The three levels of the fair value hierarchy with respect to required disclosures about the inputs to fair value 
measurements are: 
 

 Level 1 – Unadjusted quoted prices in active markets for identical assets or liabilities; 

 Level 2 – Inputs other than quoted prices that are observable for the asset or liability either directly or indirectly; 
and, 

 Level 3 – Inputs that are not based on observable market data. 
 
As at December 31, 2017, 2016 and 2015, the Company’s cash, classified as assets at fair value through profit 
and loss, have been classified as Level 2 financial instruments.  
 
The carrying value of cash, amounts receivable, and accounts payable and accrued liabilities reflected in the 
statement of financial position approximate fair value because of the relatively short-term maturities. 
 
Foreign currency risk 
 
The Company funds the operations and maintains a head office in Canada. A portion of the Company’s expenses 
are denominated in U.S. dollars and Canadian dollars. Consequently, the Company is exposed to fluctuations in 
foreign exchange rates. The Company has not used derivative instruments to reduce its exposure to foreign 
exchange fluctuations.  
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8. FINANCIAL RISK MANAGEMENT (continued) 

 
Credit risk 
 
The Company's credit risk is primarily attributable to cash and amounts receivable. The Company has no 
significant concentration of credit risk arising from operations. Cash and cash equivalents consist of cash held in 
financial institutions from which management believes the risk of loss to be remote.  
 
Liquidity risk 
 
As at December 31, 2017, 2016 and 2015, the Company had negative net working capital. The Company expects 
to complete future equity or other debt financings, as required and available.  
 
9. COMMITMENTS AND CONTINGENCIES 
 

Management Contract Contingencies 
 
The Company is party to certain management contracts. These contracts contain minimum commitments and 
additional contingent payments upon the occurrence of a change of control. As the likelihood of a change of control 
is not determinable, the contingent payments have not been reflected in these financial statements.  
 
Legal Contingencies 

The Company may be involved in legal proceedings from time to time, arising in the ordinary course of its business. 
The amount of ultimate liability with respect to these actions will not, in the opinion of management, materially 
affect the Company, results of operations or cash flows. There were no material outstanding legal proceedings as 
of December 31, 2017, 2016 and 2015. 
 
Environmental Contingencies 
The Company’s activities are subject to laws and regulations governing the protection of the environment. These 
laws and regulations are continually changing and generally becoming more restrictive. The Company believes 
its activities are materially in compliance with all applicable laws and regulations.  
 
10. SUBSEQUENT EVENTS 

Valencia Ventures Inc. (“Valencia”) entered into an agreement to acquire all of the outstanding equity securities 
of 2292055 Ontario Inc., which carries on business under the name EarthRenew. 

Valencia has entered into an amalgamation agreement with EarthRenew and a newly incorporated, wholly owned 
Valencia subsidiary, dated December 1, 2017, pursuant to which Valencia will acquire all of the issued and 
outstanding shares of EarthRenew. It is expected that the transaction will be effected by way of a three-cornered 
amalgamation pursuant to which a wholly owned subsidiary of Valencia will amalgamate with EarthRenew, and 
all of the holders of shares of EarthRenew will receive one Valencia common share for each EarthRenew common 
share held. Following completion of the transaction, the newly amalgamated company, which will hold all of 
EarthRenew's assets, will be a wholly owned subsidiary of Valencia. 

The transaction will constitute a reverse takeover and a change of business for the company under the policies of 
the TSX Venture Exchange. If required pursuant to Exchange Policy 2.2, the company will retain a sponsor in 
connection with the transaction. 

Although Ryan Ptolemy is considered to be a non-arm's-length party to the transaction as he is the chief financial 
officer of each of Valencia and EarthRenew, the transaction constitutes an arm's-length transaction as defined by 
the policies of the TSX Venture Exchange. Valencia and EarthRenew are not paying any finders' fees in 
connection with the transaction. 

11. Income Tax 
 

a) Provision for Income Taxes 
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Major items causing the Company's effective income tax rate to differ from the combined Canadian federal 
and provincial statutory rate of 26.5% (2016 - 26.5%; 2015 - 26.5%) were as follows: 

 

2017 2016 2015

$ $ $

Income (loss) before income taxes 2,297,170     (572,997)        (710,266)        

Expected income tax provision (recovery) based on statutory rate 609,000        (152,000)        (188,000)        

Adjustment to expected income tax benefit:

Share-based payments 183,000        -                -                

Benefit of tax assets not recognized (792,000)       152,000         188,000         

Deferred income tax provision (recovery) -               -                -                 
b) Deferred Income Tax 

 
Deferred tax assets have not been recognized in respect of the following temporary differences: 
 

2017 2016 2015

$ $ $

Non-capital loss carry-forwards 1,760,000     4,750,000      4,518,000      

Plant and equipment 7,000            7,000            (3,000)            

Total 1,767,000     4,757,000      4,515,000       
 
The potential future benefit of these losses has not been recognized in the financial statements because 
it is not probable that future taxable profit will be available against which the Company can use the 
benefits. 

c) Tax loss carry-forwards 

As at December 31, 2017, the Company has non-capital tax losses for Canadian income tax purposes of 
approximately $1,760,000, available to use against future taxable income. The non-capital losses expire 
as follows: 

Year of Expiry Amount

$

2034 441,000        

2035 1,087,000     

2036 232,000        

1,760,000      
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2292055 ONTARIO LTD. 

MANAGEMENT’S DISCUSSION AND ANALYSIS 

FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2017 
(Containing information through July 5, 2018 unless otherwise noted) 

 

Background 

This Management’s Discussion and Analysis (“MD&A”) has been prepared based on information 

available to 2292055 Ontario Ltd. (“we”, “our”, “us”, “Earth Renew” or the “Company”) as of July 5, 

2018 unless otherwise noted. The MD&A provides a detailed analysis of the Company’s operations 

and compares its financial results with those of the previous periods and should be read in conjunction 

with our audited annual financial statements for the twelve months ended December 31, 2017, 2016 

and 2015 and MD&A as at and for the twelve months ended December 31, 2017. The financial 

statements and related notes of Earth Renew have been prepared in accordance with International 

Financial Reporting Standards (“IFRS”) and do not reflect the adjustments that would be necessary 

should the Company be unable to continue as a going concern and therefore be required to realize its 

assets and liquidate its liabilities and commitments in other than the normal course of business and at 

amounts different from those in the accompanying financial statements.  

 

Please refer to the notes of the December 31, 2017, 2016 and 2015 annual financial statements for 

disclosure of the Company’s significant accounting policies.  Unless otherwise noted, all references to 

currency in this MD&A refer to Canadian dollars.   

 

Additional information relating to the Company can be found on the Earth Renew website at 

www.earth renew.ca. 

 

Cautionary Statement Regarding Forward Looking Information 

Except for statements of historical fact relating to Earth Renew, certain information contained herein 

constitutes forward-looking information under Canadian securities legislation.  Forward-looking 

information includes, without limitation, statements with respect to power generation and fertilizer 

aspect: the anticipated benefits of the products; the production rate of our Strathmore Plant; the energy 

efficiency and net energy costs of our Strathmore Plant; future production; the supply and demand for 

organic matter fertilizers in agriculture and other industries; emissions reductions and credits from 

various activities; the development of markets for our organic matter fertilizer and the demand for 

organic matter fertilizer; anticipated availability and sources of future financing; the commercialization 

of additional applications of  Earth Renew’s technology; growth expectations and plans; the ability to 

enter into additional Host agreements; the ability to hire and retain sufficient personnel; operating costs 

at the Strathmore Plant; and results of trials of products.  With respect to forward-looking statements 

contained in this MD&A, we have made assumptions regarding, among other things: future prices of 

fertilizer and soil products; future prices of natural gas and electricity; the actual and expected results 

of manufacturing activities; organic waste composition including qualities and quantities; market 

acceptance of our products; ability to obtain equipment from suppliers; ability to obtain additional 

financing on satisfactory terms; ability to obtain and enforce our intellectual property rights; ability to 

obtain qualified staff and equipment in a timely and cost-efficient manner; the regulatory framework 

governing our operations and environmental matters in the jurisdictions in which Earth Renew 

conducts and will conduct its business; future production levels; operating costs associated with the 

operation of Earth Renew’s plants; future capital expenditures to be made by Earth Renew; products 

will perform as indicated in research trials; ability to execute our growth plans; ability to enter into 

additional Host agreements; ability to quantify and verify emissions reductions and credits within 

established emissions credit regimes; ability to obtain required permits, grid access and power purchase 
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arrangements for our second generation plants; ability to obtain organic inputs for our plants; the operation 

of our second generation plants, including in respect of matters referenced elsewhere in this prospectus; and 

the operation of our Strathmore Plant. The words “anticipates”, ‘‘plans’’, ‘‘expects’’, “indicative”, 

“intend”, ‘‘scheduled’’, “timeline”, ‘‘estimates’’, ‘‘forecasts”, “guidance”, “opportunity”, “outlook”, 

“potential”, “projected”, “schedule”, “seek”, “strategy”, “study” (including, without limitation, as may 

be qualified by “feasibility” and “pre-feasibility”), “targets”, “models”, or ‘‘believes’’, or variations of 

or similar such words and phrases or statements that certain actions, events or results ‘‘may’’, ‘‘could’’, 

‘‘would’’, or ‘‘should’’, ‘‘might’’, or ‘‘will be taken’’, ‘‘occur’’ or ‘‘be achieved’’ and similar 

expressions identify forward-looking information.  Forward-looking information is necessarily based 

upon a number of estimates and assumptions that, while considered reasonable by Earth Renew and its 

external professional advisors as of the date of such statements, are inherently subject to significant 

business, economic and competitive uncertainties and contingencies. There can be no assurance that 

forward-looking statements will prove to be accurate, as actual results and future events could differ 

materially from those anticipated in such statements.   

Forward-looking information is provided for the purpose of providing information about 

management’s expectations and plans relating to the future.  All of the forward-looking statements 

made in this MD&A are qualified by these cautionary statements and those made in the ‘‘Risk 

Factors’’ section of this MD&A.  These factors are not intended to represent a complete list of the 

factors that could affect Earth Renew. Earth Renew disclaims any intention or obligation to update or 

revise any forward-looking information or to explain any material difference between subsequent 

actual events and such forward-looking information, except to the extent required by applicable law. 

 

Overview of the Company 

Earth Renew is a sustainable power-generation company.  The waste heat from the power generation is 

used to process and deliver nutrient-rich, slow-release pelleted organic fertilizers.  Earth Renew’s 

competitive advantage rests in its unique ability to convert natural gas to electricity from an industrial-

sized gas turbine and in so doing capture waste heat exhaust to dry manure feedstock to make organic 

fertilizer.  Earth Renew has a commercial scale power generation and organic fertilizer plant in 

Strathmore, Alberta known as the Strathmore Plant that is located on a 25,000 head cattle feedlot.  

The Strathmore Plant has the capacity to generate approximately four MWh of electricity per hour. In 

May 2018, Earth Renew re-commenced its electricity generation operations at the Strathmore Plant. 

Earth Renew intends to use the generated electricity itself during the first phase of the re-start of the 

Strathmore Plant to power a cryptocurrency mining facility. Based on the energy use specifications of 

the mining rigs, Earth Renew expects to have available about 2.5 MWh of the currently installed 

electricity generation capacity of the Strathmore Plant to power the cryptocurrency mining operations. 

A portion of the proceeds from the Private Placement are intended to be used to fund the purchase of 

the cryptocurrency mining rigs and to retrofit a portion of the Strathmore Plant as a cryptocurrency 

mining facility. 

 

As a second phase of the re-start of the Strathmore Plant, Earth Renew intends to use a portion of the 

proceeds from the Private Placement to complete engineering work necessary to restart organic 

fertilizer production. In the future, Earth Renew expects to use about 1.5MWh of the 4.0 MWh 

generated by the Strathmore Plant to power the fertilizer production equipment and controls to produce 

pelleted organic fertilizers. The Strathmore Plant (first commissioned in 2008), was proven capable of 

producing sellable organic fertilizers.  Earth Renew intends to upgrade the existing facility to address 

past design and process limitations and has engaged a team of engineers, construction and supply chain 

management to recommission the organic fertilizer production component. 

 

The remainder of the electricity generated can be used for other purposes to generate additional 

revenue for Earth Renew. More specifically, this surplus electricity, which is already synchronized 
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with the electrical grid system, can be used for other applications at the Strathmore Plant or sold to the 

electrical grid to meet price spikes occasioned by supply shortages and/or sudden surges in the demand 

for electricity. 

 

As explained below, Earth Renew intends to re-start the fertilizer production facility at the Strathmore 

Plant to produce as much as 60,000 tonnes of nutrient-rich, slow-release organic fertilizers annually for 

sale in the Mid-Western United States and Western Canada.  Earth Renew has executed an off-take 

agreement with Sun Country Organics pursuant to which substantially all the organic fertilizer 

produced by Earth Renew at the Strathmore Plant will be purchased by Sun Country Organics for 

wholesale and retail distribution.   

 

As a third phase of Earth Renew’s growth and expansion plans, management is working to identify and 

analyse possible locations in Europe and North America suitable for additional power generation and 

organic fertilizer production facilities such as the Strathmore Plant.  To that end, Earth Renew has 

entered into a Letter of Intent with a UK dairy operation to develop plans to build a second facility like 

the Strathmore Plant co-located with the dairy. 

 

Outlook 

Earth Renew is seeking to maximize the value of the power generation facilities by building on-site 

demand (including neighbour feedlot site).  To accomplish this objective, Earth Renew intends to: 

 Maximize the value of the electricity through consistent behind the fence load development.  This 

includes direct connection into the neighbouring feedlot and developing cryptocurrency mining units. 

 Produce excess power on an opportunistic basis to capture periods of elevated pricing available over 

extended periods on the Alberta electricity grid. 

Milestones 

 Consider Expanding On-Site Power Generation Capacity.  Prepare expansion plan for on-site power 

generation to support expansion of internal and third-party cryptocurrency mining operations (decision 

expected to be made in July 2018). 

 Develop additional opportunities for consistent base load with on-site and neighbouring site clients 

(ongoing through the latter half of 2018). 

Summary of Quarterly Results 

The following is a summary of the Company’s financial results for the eight most recently completed 

quarters: 
  

Q4-2017 Q3-2017 Q2-2017 Q1-2017 Q4-2016 Q3-2016 Q2-2016 Q1-2016

31-Dec 30-Sep 30-Jun 31-Mar 31-Dec 30-Sep 30-Jun 31-Mar

2017 2017 2017 2017 2016 2016 2016 2016

Energy Sales $0 $0 $0 $0 $0 $2,622 $0 $263,504 

Net loss $537,036 $2,143,107 ($145,122) ($274,239) ($83,921) ($223,236) ($60,634) ($205,206)

Net loss per share $0.02 $0.08 ($0.01) ($0.01) ($0.00) ($0.01) ($0.00) ($0.01)

Working Capital* ($2,357,986) ($4,527,880) ($7,935,787) ($7,794,665) ($9,026,966) ($7,826,904) ($7,606,290) ($7,545,656)

Total Assets  $  4,934,013 $4,200,484 $4,233,076 $4,233,327  $  4,336,095 $4,406,493 ($4,311,055) $4,332,615 

Total Non-current

Liabilities NIL NIL NIL NIL NIL NIL NIL NIL
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* Working Capital is defined as current assets minus current liabilities.  Working capital is a Non-IFRS 

figure without a standardized meaning.  Please see “Non-IFRS Measures” for a reconciliation. 

Factors Affecting Comparability of Quarters 

Results of operations can vary significantly due to a number of factors.  The Company’s level of 

activity and expenditures during a specific quarter are influenced by a number of factors, including the 

level of working capital, the availability of external financing, the nature of activity, and the number of 

personnel required to advance each individual project.   

 

Energy sales fluctuated over the quarters due to turbine production which dependent on electricity 

price sold to the Alberta energy grid. The Company had no energy sales in 2017. 

 

Net loss has fluctuated quarterly reflecting the increase operating costs of the Company over the 

quarters. Q3 and Q4 2017 net income was a result of the gain of settlement of debt and reversal of 

previous accrued management fees. 

 

Negative working capital has increased over the quarters as the Company drew down on its grid note 

and accrued expenses. Negative working capital improved in Q3 and Q4 2017 as the Company 

settlement some of its debt. 

 

No significant changes in accounting principles during the eight recent quarter periods generated no 

variances over balances     

 

Summary of Annual Results 

2017 2016 2015

Energy Sales $0 $266,126 $63,714 

Net income (loss) $2,260,782 ($572,997) ($710,265)

Net loss per share $0.08 ($0.02) ($0.04)

Working Capital* ($2,357,986) ($9,026,966) ($8,469,771)

Total Assets $4,934,013 $4,336,095 $4,325,305 

Total Non-current Liabilities $Nil $Nil $Nil  
 

Results of Operations – Financial 

The following is a discussion of the results of operations of the Company for the three and twelve 

months ended December 31, 2017 and 2016.  This should be read in conjunction with the Company’s 

annual financial statements for the twelve months ended December 31, 2017, 2016 and 2015 and 

related notes.    

 

For the three months ended December 31, 2017 and December 31, 2016:  
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2017 2016

 Net income (loss)  $             537,036  $               (83,921)

 Sales                           -                               -   

 Cost of good sold                           -                               -   

 Professional, consulting and management fees             (1,276,668)                     33,714 

 General and administration                     7,226                     20,270 

 Utilities & maintenance                   17,068                     18,572 

 Insurance                           -                         3,721 

 Property taxes                     1,124                             -   

 Travel and accomodation                   50,202                       7,644 

 Interest expense                     2,207                             -   

 Share-based payments                 692,000                             -   

 Gain on debt settlement                  (36,422)                             -   

 Foreign exchange loss                     6,227                             -   

Three months ended December 31,

 
 

For the three months ended December 31, 2017, the Company recorded net income of $537,036 

compared to a net loss of $83,921 for the three months ended December 31, 2016.  

 

Sales were $nil for the three months ended December 31, 2017 compared to $nil. The sales decrease 

reflects lower energy prices resulting in the Company deciding not to turn on the turbine to generate 

electricity for sale to the grid. 

 

Professional, consulting and management fees were $(1,276,668) for the three months ended 

December 31, 2017 compared to $33,714. The Company reversed previously accrued management fee 

of $1,800,000 in Q4 2017. 

 

Travel and accommodation was $50,202 for the three months ended December 31, 2017 compared to 

$7644 in 2016. The Company increased travel in 2017.  

 

Share-based payments was $692,000 for the three months ended December 31, 2017 compared to $nil 

in 2016. The Company granted 4,000,000 options in 2017. 

 

Gain of debt settlement was $36,422 for the three months ended December 31, 2017 compared to $nil 

in 2016. 

 

For the twelve months ended December 31, 2017 and 2016:  
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2017 2016

 Net income (loss)  $          2,260,782  $             (572,967)

 Sales                           -                     266,126 

 Cost of good sold                           -                       60,554 

 Professional, consulting and management fees                (941,493)                   549,163 

 General and administration                 142,388                     71,911 

 Utilities & maintenance                   59,919                     62,454 

 Insurance                     7,575                     12,306 

 Property taxes                   23,610                     26,063 

 Travel and accomodation                   58,039                     20,329 

 Interest expense                     2,518                     36,055 

 Share-based payments                 692,000                             -   

 Gain on debt settlement             (2,311,192)                             -   

 Foreign exchange loss                     5,854                          288 

Years ended December 31,

 
 

For the twelve months ended December 31, 2017, the Company recorded a net income of $2,260,782 

($0.08 per share) compared to a net loss of $572,997 ($0.02 per share) for the twelve months ended 

December 31, 2016.  

 

Sales were $nil for the twelve months ended December 31, 2017 compared to $266,126. The Company 

didn’t turn on the turbine in 2017. 

 

Professional, consulting and management fees were $(941,493) for the twelve months ended December 

31, 2017 compared to $549,163. During 2017, the Company reserved previous accrued fees of 

$1,800,000 owed to management. 

 

General and administration was $142,388 for the twelve months ended December 31, 2017 compared 

to $71,911 in 2016. The Company incurred additional promotional costs in 2017. 

 

Travel and accommodation was $58,039 for the twelve months ended December 31, 2017 compared to 

$20,329 in 2016. The Company increased travel in 2017.  

 

Share-based payments was $692,000 for the twelve months ended December 31, 2017 compared to 

$nil in 2016. The Company granted 4,000,000 options in 2017. 

 

Gain of debt settlement was $2,311,192 for the twelve months ended December 31, 2017 compared to 

$nil in 2016. The Company settled part of its outstanding loans in 2017 by issuing shares and cash. 

During the twelve months ended in December 31, 2017 the Company used cash in operating activities 

of $542,164, which included a net income of $2,260,782 offset by non-cash share-based payments of 

$692,000, gain on settlement of debt of $(2,311,192) and negative working capital of $1,195,954. The 

Company disposed of capital assets of $104,500 for 2017. The Company received $100,000 from 

loans, raised $2,361,900 from a private placement and repaid loans of $1,308,262 during the twelve 

months ended December 31, 2017. 

 

Liquidity and Capital Resources 

Given the nature of the Company’s operations, the most relevant financial information relates 

primarily to current liquidity, solvency and planned expenditures.  The Company’s financial success 
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will be dependent upon the success restart of the turbine which leads to the electricity production.  

Such development may take years to complete and the amount of resulting income, if any, is difficult 

to determine.  

 

The Company currently has a negative operating cash flow and finances its activities through equity 

financings. The Company’s financial success will be dependent on the economic viability of its 

projects.  

 

The Company had working capital of $(2,357,986) as at December 31, 2017 (December 31, 2016 – 

$(9,026,966) including cash and cash equivalents of $724,886 (December 31, 2016 - $8,913).  None of 

the cash equivalents are invested in asset-backed securities. 

 

On December 7, 2017, the Company close a financing for $2,361,900 by issuing 7,873,000 common 

shares at $0.30. 

 

The Company’s estimate of the adequacy of its working capital is a forward-looking statement as it 

involves known and unknown risks, uncertainties and other factors. Actual results could differ, perhaps 

materially; with the result that the adequacy of working capital required for fiscal year 2018 expressed 

by such forward-looking statements is materially different than so stated. Also, the ability of the 

Company to successfully acquire and develop additional projects or to continue development of its 

current projects is conditional on its ability to secure financing when required. The Company proposes 

to meet any additional financing requirements through equity financing when required. In light of the 

continually changing financial markets, there is no assurance that funding by equity subscriptions will 

be possible at the times required or desired by the Company. See “Cautionary Statement Regarding 

Forward Looking Information”. 

 
Non-IFRS Measures 

The Company has included a Non-IFRS performance measure, working capital, throughout this document. This 

is a common Non-IFRS performance measure but does not have a standardized meaning.  The Company believes 

that, in addition to conventional measures prepared in accordance with IFRS, we and certain investors use this 

information to evaluate the Company’s performance and ability to generate cash, profits and meet financial 

commitments.  This Non-IFRS measure is intended to provide additional information and should not be considered 

in isolation or as a substitute for measures of performance prepared in accordance with IFRS.  The following 

tables provide a reconciliation of working capital to the financial statements as at December 31, 2017 and 

December 31, 2016. 

31-Dec-17 31-Dec-16

Current Assets

Cash 724,886             8,913                  

HST Receivable 8,732                  22,287               

Prepaid Expenses 1,040                  1,040                  

Total Current Assets 734,658             32,240               

Current Liabilities

Accounts Payables and Accrued Liabilities 540,314             1,737,622         

Loans From Related Parties 2,552,330         7,321,584         

Total Current Liabilities 3,092,644         9,059,206         

Working Capital (2,357,986)        (9,026,966)         
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Capital Risk Management 

The Company’s capital includes cash and equity, comprised of issued shares, share-based payment 

reserve and deficit, in the definition of capital.  The Company’s objective when managing capital is to 

maintain its ability to continue as a going concern in order to provide returns for shareholders and 

benefits for other stakeholders. 

 

The Company manages its capital structure and makes adjustments to it based on the funds available to 

the Company in order to support the acquisition and project development.  The Board of Directors 

does not establish quantitative return on capital criteria for management but rather relies on the 

expertise of the Company’s management and consultants to sustain future development of the business. 

The Company is dependent upon external financings to fund activities. In order to carry out planned 

engineering, test work, advancement and development of projects, and pay for administrative costs, the 

Company will spend working capital and expects to raise the additional funds from time to time as 

required.  

 

Management reviews its capital management approach on an ongoing basis and believes that this 

approach is reasonable given the relative size of the Company.  There were no changes in the 

Company’s approach to capital management during the twelve months ended December 31, 2017. The 

Company is not subject to externally imposed capital requirements. 

 

Commitments and contingencies 

 

Management Contracts 

The Company is party to certain management contracts. These contracts contain minimum 

commitments and additional contingent payments upon the occurrence of a change of control. As the 

likelihood of a change of control is not determinable, the contingent payments have not been reflected 

in these financial statements.  

 

Legal contingencies 

The Company is, from time to time, involved in various claims and legal proceedings.  The Company 

cannot reasonably predict the likelihood or outcome of these activities. The Company does not believe 

that adverse decisions in any pending or threatened proceedings related to any matter, or any amount 

that may be required to be paid in connection thereto, will have a material effect on the financial 

condition or future results of operations.  As at December 31, 2017, no amounts have been accrued 

related to such matters. 
 

Environmental Commitments 

The Company’s activities are subject to various federal, state and international laws and regulations 

governing the protection of the environment.  These laws and regulations are continually changing and 

generally becoming more restrictive.  The Company conducts its operations so as to protect public 

health and the environment and believes its operations are materially in compliance with all applicable 

laws and regulations.  The Company has made, and expects to make in the future, expenditures to 

comply with such laws and regulations. 

 

Off Balance Sheet Arrangements 
The Company is not party to any off-balance sheet arrangements. 

 

Related Party Transactions 

Loans Payable 
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The Company entered into the loan agreement with 0890241 B.C. Ltd. 0890241 B.C. Ltd. provided a 

demand loan to the Company. This loan is unsecured and bears interest at 3%. The principal and interest 

totaling $2,450,752 was outstanding at December 31, 2017 (December 31, 2016 - $7,288,358). Directors 

of the Company are also directors of 0890241 B.C. Ltd. 

Director and officers advance fund to the Company. These advances are unsecured and bears interest at 

nil%. Advances totaling $nil was outstanding at December 31, 2017 (December 31, 2016 - $33,226). 

On November 14, 2017, the Company borrowed $100,000 from Aberdeen International Inc. The interest 

rate on the loan is 12%, The loan is repayable including the principal and accrued interest on or before 

November 14, 2018. The balance of loan including accrued interest was $101,578 as of December 31, 

2017. An officer of the Company is also an officer of Aberdeen International Inc. 

During 2017, the Company granted 2,660,000 options with an exercise price of $0.25 expiring July 18, 

2021 to directors and officers of the Company. 

The amounts outstanding are unsecured and will be settled in cash. No guarantees have been given or 

received. No expense has been recognized in the current or prior periods for bad or doubtful debts in 

respect of the amounts owed by related parties. 

 

Compensation of key management personnel of the Company 

The remuneration of directors and other members of key management personnel during the period 

were as follows:  

 

2017 2016 2017 2016

Short-term benefits  $            60,000  $            17,500 240,000$            59,500$             

Share-based payments              460,180                       -   460,180             -                    

520,180$            17,500$             700,180$            59,500$             

Three months ended Twelve months ended

December 31, December 31,

 
 

In accordance with IAS 24 Related Party Disclosures, key management personnel are those persons 

having authority and responsibility for planning, directing and controlling the activities of the 

Company, directly or indirectly, including any directors (executive and non-executive) of the 

Company.  

The remuneration of directors and key executives is determined by the compensation committee 

having regard to the performance of individuals and market trends.  

 

Financial Instruments and Other Instruments 

 

The carrying value of cash and cash equivalents, prepaid expenses, sundry receivable, accounts 

payable and finance leases approximate their fair values due to the short maturity of those instruments.  

The Company's risk exposures and their impacts on the Company's financial instruments are 

summarized below.  There have been no significant changes in the risks, objectives, policies and 

procedures for managing risk during the twelve months ended December 31, 2017.  

 

Credit risk  

The Company's credit risk is primarily attributable to cash and amounts receivable. The Company has 

no significant concentration of credit risk arising from operations. Cash and cash equivalents consist of 

cash held in financial institutions from which management believes the risk of loss to be remote.  
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Liquidity risk  

The Company manages liquidity risk by maintaining adequate cash and cash equivalent balances.  The 

Company continuously monitors and reviews both actual and forecasted cash flows, and also matches 

the maturity profile of financial assets and liabilities.  

As at December 31, 2017, the Company had current assets of $734,658 (December 31, 2016 - $32,240) 

to settle current liabilities of $3,092,644 (December 31, 2016 - $9,059,206). Approximately $540,314 

(December 31, 2016 - $1,737,622) of the Company's financial liabilities as at December 31, 2016 have 

contractual maturities of less than 30 days and are subject to normal trade terms. 

Market risk  

(a) Interest rate risk  

The Company’s cash equivalents are subject to interest rate cash flow risk as they carry variable rates 

of interest.  The Company’s interest rate risk management policy is to purchase highly liquid 

investments with a term to maturity of one year or less on the date of purchase.  

 

Currency Risk 

The Company funds the operations and maintains a head office in Canada. A portion of the Company’s 

expenses are denominated in U.S. dollars and Canadian dollars. Consequently, the Company is 

exposed to fluctuations in foreign exchange rates. The Company has not used derivative instruments to 

reduce its exposure to foreign exchange fluctuations. The Company does not engage in any hedging 

activity to mitigate this risk. 

 

Outstanding Share Data  

As at July 5, 2018 the Company has 55,000,000 common shares issued and outstanding. As at July 5, 

2018 the Company had 4,000,000 stock options with an exercise price of $0.25 and expire on July 21, 

2021. 

 

Risks and Uncertainties 

 

Cryptocurrency Mining 

 

Cybersecurity Threats and Hacks 

As with any other computer code, flaws in cryptocurrency codes have been exposed by certain 

malicious actors. Several errors and defects have been found and corrected, including those that 

disabled some functionality for users and exposed users’ information. Discovery of flaws in or 

exploitations of the source code that allow malicious actors to take or create money can occur. 

 

Regulatory Changes  

As cryptocurrencies have grown in both popularity and market size, governments around the world 

have reacted differently to cryptocurrencies with certain governments deeming them illegal while 

others have allowed their use and trade. On-going and future regulatory actions may alter, perhaps to a 

materially adverse extent, the ability of the Earth Renew to continue to operate. The effect of any 

future regulatory change on the Earth Renew or any cryptocurrency that the Earth Renew may mine is 

impossible to predict, but such change could be substantial and adverse to the Earth Renew. 

Governments may, in the future, restrict or prohibit the acquisition, use or redemption of 

cryptocurrencies. Ownership of, holding or trading in cryptocurrencies may then be considered illegal 

and subject to sanction. Governments may also take regulatory action that may increase the cost and/or 

subject cryptocurrency mining companies to additional regulation., On August 24, 2017, the Canadian 

Securities Administrators published CSA Staff Notice 46-307 –Cryptocurrency Offerings, providing 

guidance on whether initial coin offerings, pursuant to which tokens are offered to investors, are 

subject to Canadian securities laws. 



  

  

00269211-9 179 

 

Governments may in the future take regulatory actions that prohibit or severely restrict the right to 

acquire, own, hold, sell, use or trade cryptocurrencies or to exchange cryptocurrencies for fiat 

currency. By extension, similar actions by other governments, may result in the restriction of the 

acquisition, ownership, holding, selling, use or trading in the Common Shares. Such a restriction could 

result in the Earth Renew liquidating its cryptocurrency inventory at unfavorable prices and may 

adversely affect the Earth Renew’s shareholders. 

 

Value of Cryptocurrencies may be Subject to Momentum Pricing Risk 

Momentum pricing typically is associated with growth stocks and other assets whose valuation, as 

determined by the investing public, accounts for anticipated future appreciation in value. 

Cryptocurrency market prices are determined primarily using data from various exchanges, over-the-

counter markets, and derivative platforms. Momentum pricing may have resulted, and may continue to 

result, in speculation regarding future appreciation in the value of cryptocurrencies, inflating and 

making their market prices more volatile. As a result, they may be more likely to fluctuate in value due 

to changing investor confidence in future appreciation (or depreciation) in their market prices, which 

could adversely affect the value of the Earth Renew’s cryptocurrency inventory and thereby affect the 

Earth Renew’s shareholders. 

 

Cryptocurrency Exchanges and other Trading Venues are Relatively New  

To the extent that cryptocurrency exchanges or other trading venues are involved in fraud or 

experience security failures or other operational issues, this could result in a reduction in 

cryptocurrency prices. Cryptocurrency market prices depend, directly or indirectly, on the prices set on 

exchanges and other trading venues, which are new and, in most cases, largely unregulated as 

compared to established, regulated exchanges for securities, derivatives and other currencies. For 

example, during the past three years, a number of Bitcoin exchanges have been closed due to fraud, 

business failure or security breaches. In many of these instances, the customers of the closed Bitcoin 

exchanges were not compensated or made whole for the partial or complete losses of their account 

balances in such Bitcoin exchanges. While smaller exchanges are less likely to have the infrastructure 

and capitalization that provide larger exchanges with additional stability, larger exchanges may be 

more likely to be appealing targets for hackers and “malware” (i.e., software used or programmed by 

attackers to disrupt computer operation, gather sensitive information or gain access to private computer 

systems) and may be more likely to be targets of regulatory enforcement action. 

 

Banks May Cut off Banking Services, to Businesses that Provide Cryptocurrency-related Services  

A number of companies that provide cryptocurrency-related services have been unable to find banks 

that are willing to provide them with bank accounts and banking services. Similarly, a number of such 

companies have had their existing bank accounts closed by their banks. Banks may refuse to provide 

bank accounts and other banking services to cryptocurrency related companies or companies that 

accept cryptocurrencies for a number of reasons, such as perceived compliance risks or costs. The 

difficulty that many businesses that provide cryptocurrency-related services have and may continue to 

have in finding banks willing to provide them with bank accounts and other banking services may be 

currently decreasing the usefulness of cryptocurrencies as a payment system and harming public 

perception of cryptocurrencies or could decrease its usefulness and harm its public perception in the 

future. Similarly, the usefulness of cryptocurrencies as a payment system and the public perception of 

cryptocurrencies could be damaged if banks were to close the accounts of many or of a few key 

businesses providing cryptocurrency-related services. This could decrease the market prices of 

cryptocurrencies and adversely affect the value of the Earth Renew’s cryptocurrency inventory. 
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Impact of Geopolitical Events  

Crises may motivate large-scale purchases of cryptocurrencies which could increase the price of 

cryptocurrencies rapidly. This may increase the likelihood of a subsequent price decrease as crisis-

driven purchasing behavior wanes, adversely affecting the value of the Earth Renew’s cryptocurrency 

inventory. The possibility of large-scale purchases of cryptocurrencies in times of crisis may have a 

short-term positive impact on the prices of same. Future geopolitical crises may erode investors’ 

confidence in the stability of cryptocurrencies and may impair their price performance which would, in 

turn, adversely affect the Earth Renew’s cryptocurrency inventory. 

As an alternative to fiat currencies that are backed by central governments, cryptocurrencies are subject 

to supply and demand forces based upon the desirability of an alternative, decentralized means of 

buying and selling goods and services, and it is unclear how such supply and demand will be impacted 

by geopolitical events. Nevertheless, political or economic crises may motivate large-scale acquisitions 

or sales of cryptocurrencies either globally or locally. Large-scale sales of cryptocurrencies would 

result in a reduction in their market prices and adversely affect the Earth Renew’s operations and 

profitability. 

 

Further Development and Acceptance of the Cryptographic and Algorithmic Protocols 

The use of cryptocurrencies to, among other things, buy and sell goods and services and complete 

other transactions, is part of a new and rapidly evolving industry that employs digital assets based upon 

a computer-generated mathematical and/or cryptographic protocol. The growth of this industry in 

general, and the use of cryptocurrencies in particular, is subject to a high degree of uncertainty, and the 

slowing or stopping of the development or acceptance of developing protocols may adversely affect 

the Earth Renew’s operations. The factors affecting the further development of the industry, include, 

but are not limited to the following: 

 continued worldwide growth in the adoption and use of cryptocurrencies; 

 governmental and quasi-governmental regulation of cryptocurrencies and their use, or 

restrictions on or regulation of access to and operation of the network or similar cryptocurrency 

systems; 

 changes in consumer demographics and public tastes and preferences; 

 the maintenance and development of the open-source software protocol of the network; 

 the availability and popularity of other forms or methods of buying and selling goods and 

services, including new means of using fiat currencies; 

 general economic conditions and the regulatory environment relating to digital assets; and 

 negative consumer sentiment and perception of cryptocurrencies. 

Acceptance of Cryptocurrency is Uncertain 

Currently, there is relatively small use of cryptocurrencies in the retail and commercial marketplace in 

comparison to relatively large use by speculators, thus contributing to price volatility that could 

adversely affect the Earth Renew’s operations, investment strategies, and profitability. 

As relatively new products and technologies, cryptocurrencies have not been widely adopted as a 

means of payment for goods and services by major retail and commercial outlets. Conversely, a 

significant portion of cryptocurrency demand is generated by speculators and investors seeking to 

profit from the short-term or long-term holding of cryptocurrencies. The relative lack of acceptance of 

cryptocurrencies in the retail and commercial marketplace limits the ability of end-users to use them to 

pay for goods and services. A lack of expansion by cryptocurrencies into retail and commercial 

markets, or a contraction of such use, may result in increased volatility or a reduction in their market 
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prices, either of which could adversely impact the Earth Renew’s operations, investment strategies, and 

profitability. 

 

Risk of Loss, Theft or Destruction of Cryptocurrencies 

There is a risk that some or all of the Earth Renew’s cryptocurrencies could be lost, stolen or 

destroyed. If the Earth Renew’s cryptocurrencies are lost, stolen or destroyed under circumstances 

rendering a party liable to the Earth Renew, the responsible party may not have the financial resources 

sufficient to satisfy the Earth Renew’s claim.  

 

Irrevocability of Transactions 

Bitcoin and most other cryptocurrency transactions are irrevocable and stolen or incorrectly transferred 

cryptocurrencies may be irretrievable. Such transactions are not reversible without the consent and 

active participation of the recipient of the transaction. Once a transaction has been verified and 

recorded in a block that is added to the Blockchain, an incorrect transfer of cryptocurrencies or a theft 

of cryptocurrencies generally will not be reversible and the Earth Renew may not be capable of 

seeking compensation for any such transfer or theft. To the extent that the Earth Renew is unable to 

seek a corrective transaction with the third party or is incapable of identifying the third party that has 

received the Earth Renew’s cryptocurrencies through error or theft, the Earth Renew will be unable to 

revert or otherwise recover incorrectly transferred cryptocurrencies. The Earth Renew will also be 

unable to convert or recover cryptocurrencies transferred to uncontrolled accounts. 

 

Further Development and Acceptance of the Bitcoin Network 

The further development and acceptance of the Bitcoin Network and other cryptographic and 

algorithmic protocols governing the issuance of transactions in Bitcoins and other digital currencies, 

which represent a new and rapidly changing industry, are subject to a variety of factors that are 

difficult to evaluate. The slowing or stopping of the development or acceptance of the Bitcoin Network 

may adversely affect the value of Bitcoin. 

The use of digital currencies, such as Bitcoins, to, among other things, buy and sell goods and services, 

is part of a new and rapidly evolving industry that employs digital assets based upon a computer 

generated mathematical and/or cryptographic protocol. Bitcoin is a prominent, but not a unique, part of 

this industry. The growth of this industry in general, and the Bitcoin Network in particular, is subject to 

a high degree of uncertainty. The factors affecting the further development of this industry, include, 

but are not limited to the following: 

 continued worldwide growth in the adoption and use of Bitcoins and other digital currencies; 

 government and quasi-government regulation of Bitcoins and other digital assets and their use,or 

restrictions on, or regulation of, access to and operation of the Bitcoin Network or similar digital 

asset systems; 

 changes in consumer demographics and public tastes and preferences; 

 the maintenance and development of the open-source software protocol of the Bitcoin Network 

or similar digital asset systems; 

 the availability and popularity of other forms or methods of buying and selling goods and 

services, including new means of using fiat currencies; 

 general economic conditions and the regulatory environment relating to digital assets; and 

 negative consumer perception of Bitcoins specifically and cryptocurrencies generally. 
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Potential Failure to Maintain the Bitcoin Network 

The Bitcoin Network operates based on an open-source protocol maintained by the core developers of 

the Bitcoin Network and other contributors, largely on the GitHub resource section dedicated to 

Bitcoin development. As the Bitcoin Network protocol is not sold and its use does not generate 

revenues for its development team, the core developers are generally not compensated for maintaining 

and updating the Bitcoin Network protocol. Consequently, there is a lack of financial incentive for 

developers to maintain or develop the Bitcoin Network and the core developers may lack the resources 

to adequately address emerging issues with the Bitcoin Network protocol. Although the Bitcoin 

Network is currently supported by the core developers, there can be no guarantee that such support will 

continue or be sufficient in the future. To the extent that material issues arise with the Bitcoin Network 

protocol and the core developers and open-source contributors are unable to address the issues 

adequately or in a timely manner, the Bitcoin Network and an investment in the Common Shares may 

be adversely affected. 

 

Potential Manipulation of Blockchain 

If a malicious actor or botnet (a volunteer or hacked collection of computers controlled by networked 

software coordinating the actions of the computers) obtains control of more than 50% of the processing 

power dedicated to mining on the Bitcoin Network, it may be able to alter or manipulate the 

Blockchain on which the Bitcoin Network and most Bitcoin transactions rely by constructing 

fraudulent blocks or preventing certain transactions from completing in a timely manner, or at all. The 

malicious actor or botnet could control, exclude or modify the ordering of transactions, though it could 

not generate new Bitcoins or transactions using such control. The malicious actor could “double-

spend” its own Bitcoins (i.e., spend the same Bitcoins in more than one transaction) and prevent the 

confirmation of other users’ transactions for so long as it maintained control. To the extent that such 

malicious actor or botnet did not yield its control of the processing power on the Bitcoin Network or 

the Bitcoin community did not reject the fraudulent blocks as malicious, reversing any changes made 

to the Blockchain may not be possible. To the extent that the Bitcoin ecosystem, including the core 

developers and the administrators of mining pools, do not act to ensure greater decentralization of 

Bitcoin mining processing power, the feasibility of a malicious actor obtaining control of the 

processing power on the Bitcoin Network will increase. 

 

Risk of Security Breaches 

Security breaches, computer malware and computer hacking attacks have been a prevalent concern in 

the Bitcoin and other cryptocurrency exchange market since the launch of the Bitcoin Network. Any 

security breach caused by hacking, which involves efforts to gain unauthorized access to information 

or systems, or to cause intentional malfunctions or loss or corruption of data, software, hardware or 

other computer equipment, and the inadvertent transmission of computer viruses, could harm the Earth 

Renew’s business operations or result in loss of the Earth Renew’s assets. Any breach of the Earth 

Renew’s infrastructure could result in damage to the Earth Renew’s reputation and reduce demand for 

the Common Shares, resulting in a reduction in the price of the Common Shares. Furthermore, the 

Earth Renew believes that if its assets grow, it may become a more appealing target for security 

threats, such as hackers and malware. 

 

Any security procedures implemented cannot guarantee the prevention of any loss due to a security 

breach, software defect or act of God that may be borne by the Earth Renew. The security procedures 

and operational infrastructure of the Earth Renew may be breached due to the actions of outside 

parties, error or malfeasance of an employee of the Earth Renew or otherwise, and, as a result, an 

unauthorized party may obtain access to the Earth Renew’s Bitcoin account, private keys, data or 

cryptocurrencies. Additionally, outside parties may attempt to fraudulently induce employees of the 

Earth Renew to disclose sensitive information in order to gain access to the Earth Renew’s 

infrastructure. As the techniques used to obtain unauthorized access, disable or degrade service, or 
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sabotage systems change frequently, or may be designed to remain dormant until a predetermined 

event, and often are not recognized until launched against a target, the Earth Renew may be unable to 

anticipate these techniques or implement adequate preventative measures. If an actual or perceived 

breach of one of the Earth Renew’s accounts occurs, the market perception of the effectiveness of the 

Earth Renew could be harmed. 

 

Fluctuations in the Market Price of Bitcoins and Other Cryptocurrencies 

The value of the Common Shares relates partially to the value of the cryptocurrencies held directly or 

indirectly by the Earth Renew, and fluctuations in the price of Bitcoins and other cryptocurrencies 

could materially and adversely affect an investment in the Common Shares. Several factors may affect 

the price of cryptocurrencies, including: the total number of cryptocurrencies in existence; global 

cryptocurrency demand; global cryptocurrency supply; investors’ expectations with respect to the rate 

of inflation of fiat currencies; investors’ expectations with respect to the rate of deflation of 

cryptocurrencies; interest rates; currency exchange rates, including the rates at which cryptocurrencies 

may be exchanged for fiat currencies; fiat currency withdrawal and deposit policies of cryptocurrency 

exchanges and liquidity of such cryptocurrency exchanges; interruptions in service from or failures of 

major cryptocurrency exchanges; Cyber theft of cryptocurrencies from online wallet providers, or 

news of such theft from such providers or from individuals’ wallets; investment and trading activities 

of large investors; monetary policies of governments, trade restrictions, currency devaluations and 

revaluations; regulatory measures, if any, that restrict the use of cryptocurrencies as a form of payment 

or the purchase of cryptocurrencies; the availability and popularity of businesses that provide 

cryptocurrency and blockchain-related services; the maintenance and development of the open-source 

software protocol of the Bitcoin Network; increased competition from other forms of cryptocurrency 

or payments services; global or regional political, economic or financial events and situations; 

expectations among cryptocurrency economy participants that the value of cryptocurrencies will soon 

change; and fees associated with processing a cryptocurrency transaction. 

Bitcoin and other cryptocurrencies have historically experienced significant intraday and long-term 

price volatility. If cryptocurrency markets continue to be subject to sharp fluctuations, shareholders 

may experience losses if they need to sell their Common Shares at a time when the price of 

cryptocurrencies is lower than it was when they purchased their Common Shares. In addition, investors 

should be aware that there is no assurance that cryptocurrencies will maintain their long term value in 

terms of future purchasing power or that the acceptance of cryptocurrency payments by mainstream 

retail merchants and commercial businesses will continue to grow.  

 

Response to Changing Security Needs 

As technological change occurs, the security threats to the Earth Renew’s cryptocurrencies will likely 

adapt and 

previously unknown threats may emerge. The Earth Renew’s ability to adopt technology in response to 

changing security needs or trends may pose a challenge to the safekeeping of the Earth Renew’s 

cryptocurrencies. To the extent that the Earth Renew is unable to identify and mitigate or stop new 

security threats, the Earth Renew’s cryptocurrencies may be subject to theft, loss, destruction or other 

attack. 

 

Market Adoption 

Currently, there is relatively small use of cryptocurrencies in the retail and commercial marketplace in 

comparison to relatively large use by speculators, thus contributing to price volatility that could 

adversely affect an investment in the Common Shares. Cryptocurrencies have only recently become 

accepted as a means of payment for goods and services by certain major retail and commercial outlets, 

and use of cryptocurrencies by consumers to pay such retail and commercial outlets remains limited. 

Conversely, a significant portion of cryptocurrencies demand is generated by speculators and investors 

seeking to profit from the short- or long-term holding of cryptocurrencies. A lack of expansion by 
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cryptocurrencies into the retail and commercial markets, or a contraction of such use, may result in 

increased volatility or a reduction in the market price of cryptocurrencies. Further, if fees increase for 

recording transactions in the applicable Blockchain, demand for cryptocurrencies may be reduced and 

prevent the expansion of the network to retail merchants and commercial businesses, resulting in a 

reduction in the price of cryptocurrencies. 

 

Miners may Cease Operations 

If the award of Bitcoins or other cryptocurrencies for solving blocks and transaction fees for recording 

transactions are not sufficiently high to incentivize miners, miners may cease expending processing 

power to solve blocks and confirmations of transactions on the Bitcoin Blockchain or other networks 

could be slowed. A reduction in the processing power expended by miners on the applicable 

blockchain network could increase the likelihood of a malicious actor or botnet obtaining control. 

 

Risks Related to Insurance 

The Earth Renew intends to insure its operations in accordance with technology industry practice. 

However, given the novelty of cryptocurrency mining and associated businesses, such insurance may 

not be available, may be uneconomical for the Earth Renew, or the nature or level may be insufficient 

to provide adequate insurance cover. The occurrence of an event that is not covered or fully covered by 

insurance could have a material adverse effect on the Earth Renew. 

 

Cyber Security Risk 

Cyber incidents can result from deliberate attacks or unintentional events, and may arise from internal 

sources (e.g., employees, contractors, service providers, suppliers and operational risks) or external 

sources (e.g., nation states, terrorists, hacktivists, competitors and acts of nature). Cyber incidents 

include, but are not limited to, unauthorized access to information systems and data (e.g., through 

hacking or malicious software) for purposes of misappropriating or corrupting data or causing 

operational disruption. Cyber incidents also may be caused in a manner that does not require 

unauthorized access, such as causing denial-of-service attacks on websites (e.g., efforts to make 

network services unavailable to intended users). 

 

A cyber incident that affects the Earth Renew or its service providers might cause disruptions and 

adversely affect their respective business operations and might also result in violations of applicable 

law (e.g., personal information protection laws), each of which might result in potentially significant 

financial losses and liabilities, regulatory fines and penalties, reputational harm, and reimbursement 

and other compensation costs. In addition, substantial costs might be incurred to investigate, remediate 

and prevent cyber incidents. 

 

Electricity Generation 

Changes in the Price of Electricity 

A portion of the Earth Renew’s revenues will be tied, either directly or indirectly, to the market price 

for electricity. Market electricity prices are impacted by a number of factors including: the strength of 

the economy, the available transmission capacity, the price of fuel that is used to generate electricity 

(and, accordingly, certain of the factors that affect the price of fuel described below); the management 

of generation and the amount of excess generating capacity relative to load in a particular market; the 

cost of controlling emissions of pollution, including the cost of carbon; the structure of the particular 

market; and weather conditions that impact electrical load. As a result, Empower cannot accurately 

predict future electricity prices and electricity price volatility could have a material adverse effect on 

the Earth Renew.  
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Regulatory Risk 

The regulatory framework under which power generation is governed is impacted by significant shifts 

in government policy and changes in government, which creates uncertainty about public policy 

priorities and directions, particularly around electricity and environmental issues. The regulations that 

govern the competitive wholesale and retail electricity markets in Alberta continue to evolve and the 

extent to which the government of Alberta may participate in, and make adjustments to, the regulations 

cannot be foreseen.  

 

Third Party Transmission Systems 

The Strathmore Plant relies on a regional transmission system and related facilities that are owned and 

operated by third parties and have both regulatory and physical constraints that could impede the Earth 

Renew’s access to electricity markets. Earth Renew’s power generation facilities depend on electric 

transmission systems and related facilities owned and operated by third parties to deliver the electricity 

that is generated to delivery points where ownership changes. These grids operate with both regulatory 

and physical constraints which in certain circumstances may impede access to electricity markets. 

There may be instances in system emergencies in which power generation facilities are physically 

disconnected from the power grid, or production curtailed, for short periods of time.  In addition, the 

Earth Renew’s power generation facilities in the future may not be able to secure access to this 

interconnection or transmission capacity at reasonable prices, in a timely fashion or at all, which could 

then cause delays and additional costs in attempting to negotiate or renegotiate applicable power 

purchase agreements. Any such increased costs and delays could delay the commercial operation dates 

of any new projects and negatively impact the Earth Renew’s revenues and financial condition. 
 

Organic Fertilizer Production 

Limited Operating History 

Earth Renew commenced commercial operations at its Strathmore Plant in April 2008. Future growth 

plans involve expansion in the United States or Europe where Earth Renew has not developed a plant or 

produced fertilizer. Accordingly, the Earth Renew will have a relatively limited operating history from 

which an investor can evaluate its business and prospects. Earth Renew has generated net losses and 

negative cash flow from operations since the commencement of operations and the Earth Renew is 

expected to incur net losses and negative cash flow from operations for a significant period of time 

following Closing as it expands its operations, re-launches organic fertilizer productions and applies 

for regulatory permits and approvals. 

Unproven Products and Unproven Markets 

Earth Renew’s fertilizer products are relatively new and are unproven in the marketplace. There are no 

assurances that the Earth Renew’s products will receive the broad market acceptance required for 

commercialization. Actual or perceived problems with quality control, performance or cost effectiveness 

of our products, including in relation to competition or alternative products, may lead to a lack of 

confidence and harm the Earth Renew’s ability to successfully commercialize its products. 

The market for Earth Renew’s products is undeveloped and development of such markets will require 

significant marketing efforts, working capital and increased sales and marketing staff. This may present 

difficulties due to limited resources as the price at which the Earth Renew may sell its products in 

commercial quantities has not yet been fully determined. The Earth Renew may be required to modify 

its growth strategy as a result of actual or anticipated competition, customer response, lack of 

resources, regulatory requirements or other reasons. Operating results and the price at which the Earth 
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Renew will be able to sell its products and services will be highly dependent on the existence of a 

market for such products and overall farm receipts. 

Success in marketing and selling products will depend upon multiple factors, including: 

• the effectiveness of the products; 

• the ability of the Earth Renew to locate additional hosts and add sufficient manufacturing 

capacity at an acceptable cost and in compliance with regulatory requirements; 

• the ability to generate commercial sales of products; 

• acceptance of products and services by target markets; 

• inherent development risks, such as fertilizer products not having the anticipated 

effectiveness; 

• preclusion or obsolescence resulting from a third party developing superior or equivalent 

products; 

• the ability to develop repeatable processes to manufacture our products in sufficient 

quantities; and 

• general economic conditions. 

If any of these factors cannot be overcome, the Earth Renew may not be able to introduce products to 

target markets in a timely or cost-effective manner, which could adversely affect future growth and 

results of operations. 

There can be no assurance that illustrative or indicative use information in respect of products contained 

in this prospectus will reflect actual use of our products by growers. In adopting our products, growers 

will adopt and use product in accordance with their own circumstances and desires, and may in 

particular stage the adoption of product over time, or blend or use our fertilizer with other fertilizers, 

which may affect the demand for products. 

Operating results and the price at which the Earth Renew can sell products will be dependent on 

demand for products. Demand for products will be affected by a number of factors including weather 

conditions, commodity prices, and government policies. It is likely that the price at which the Earth Renew 

sells its products will fluctuate if there are significant changes in the price and availability of other 

fertilizer products. 

Earth Renew’s technology has not yet been commercialized outside of the Strathmore Plant or in other 

industries. There can be no assurance that the Earth Renew will be able to commercialize this 

technology or that the Earth Renew will be able to enter into licensing, joint ventures or other 

arrangements to develop other applications for this technology at other locations. 

Product Price and Margin 

Operating results are and will be dependent upon product prices and margins, which are in turn dependent on 

demand for crop inputs. Demand for crop inputs can be affected by a number of factors including weather 

conditions, outlook for crop nutrient prices and farmer economics, governmental policies, access of our 

customers to credit, and build-up of inventories in distribution channels.  
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Product price and margins are also significantly influenced by competitor actions that change overall industry 

production capacity, such as decisions to build or close production plants, changes in utilization rates and 

pricing decisions. 

Competition 

The fertilizer manufacturing and electricity generation industries in which we operate are highly 

competitive. Although Earth Renew does not produce the same products as traditional fertilizer 

producers, management of the Earth Renew anticipates that future sales, pricing and margins will be 

affected by the price and availability of traditional soil products such as nitrogen-based fertilizers, the 

price of which is highly dependent on inputs such as natural gas. If the price and availability of 

traditional fertilizer products is attractive, future sales, pricing and margins may suffer which could have 

a material adverse effect on our business and financial condition. Competitors in the traditional fertilizer 

industry are larger and have better access to capital and resources than Earth Renew which could affect 

its ability to compete. A competitor or a new entrant could invent a technology or process that is superior 

to Earth Renew’s technology or process and this would have an adverse effect on its ability to compete. 

We will also compete for host manure sites and for an adequate supply of inputs. A failure to secure future 

host sites will have a material adverse effect on the growth prospects of the Earth Renew. 

Production Process 

Under Earth Renew’s manufacturing model, it has developed and established, and will continue to 

develop and establish, manufacturing processes and systems at the Strathmore Plant.  

Earth Renew’s manufacturing process is a highly automated and complex process that requires extreme 

precision and quality control throughout each production stage. The Strathmore Plant consists of 

multiple components, all of which must be run on an integrated and coordinated basis. There can be 

no assurance that each component will continuously operate as designed or expected or that the 

necessary levels of integration and co-ordination will continuously be achieved. Any difficulties 

encountered in our manufacturing process could adversely affect the ability to produce products, thereby 

affecting the Earth Renew’s ability to meet customer expectations, and may adversely affect the 

business and financial results. 

Intellectual Property 

Earth Renew relies on a combination of patents, trademarks, trade secrets, confidentiality agreements 

and other contractual restrictions on disclosure to protect ist intellectual property rights. Earth Renew 

also enters into confidentiality agreements with employees, consultants, hosts and other third parties, 

and control access to and distribution of confidential information. 

The Earth Renew’s success will depend in part on its ability to maintain or obtain and enforce patent and 

other intellectual property protection for processes, products and technology, to preserve trade secrets 

and to operate without infringing upon the proprietary rights of third parties. Setbacks or failures in 

these areas could negatively affect the Earth Renew’s ability to compete and materially and adversely 

affect business and financial condition. Earth Renew has obtained patents or filed patent applications in the 

United States, Canada and internationally and may, in the future, seek additional patents or file patent 

applications. Certain aspects of Earth Renew’s technology are currently protected as trade secrets, for which 

we may or may not file patent applications. 

There can be no assurance that Earth Renew’s patents or patent applications will be valid or will issue 

over prior art, or that patents will issue from the patent applications that have been filed or will be filed. 
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Additionally, there can be no assurances that the scope of any claims granted in any patent will provide 

us with adequate protection for the processes used by us currently or in the future. The Earth Renew 

cannot be certain that the creators of Earth Renew’s technology were the first inventors of inventions 

and processes covered by patents and patent applications or that they were the first to file. Accordingly, 

there can be no assurance that Earth Renew’s patents will be valid or will afford the Earth Renew 

with protection against competitors with similar technology or processes. Despite efforts to protect 

proprietary rights, unauthorized parties may attempt to copy or otherwise obtain and use proprietary 

information. Monitoring unauthorized use of confidential information is difficult and there is no 

certainty that steps the Earth Renew take to prevent unauthorized use of patented products or 

confidential information will be effective. 

The Earth Renew may deem it necessary or advisable to commence litigation to enforce our intellectual 

property rights. Others may claim that Earth Renew has infringed upon their intellectual property rights 

and commence litigation against the Earth Renew. The Earth Renew’s commercial success depends in 

part on its ability to operate without infringing the patents and other proprietary rights of third parties. 

Infringement proceedings relating to intellectual property are often lengthy, costly and time-consuming and 

their outcome is uncertain. Moreover, if competitors prepare and file patent applications to claim 

technology that is also claimed by Earth Renew, the Earth Renew may be forced to participate in 

interference proceedings to determine priority of invention. Litigation and participation in such proceedings 

could result in substantial costs and diversion of the efforts of the Earth Renew, even if the eventual 

outcome is favourable. Litigation could also subject the Earth Renew to significant liabilities to third 

parties, require disputed rights to be licensed from third parties or require the Earth Renew to cease using 

certain technology. If the Earth Renew becomes involved in any patent litigation, interference, opposition 

or other administrative proceedings, the Earth Renew will incur substantial expense and the efforts of 

technical and management personnel will be significantly diverted. As a result of such litigation or 

proceedings the Earth Renew could lose its proprietary position and be restricted or prevented from 

manufacturing products, incur significant damage awards, including punitive damages, or be required to 

seek third-party licenses that may not be available on commercially acceptable terms, if at all. In addition, 

the Earth Renew may lack the resources, whether financial or otherwise, to monitor, prosecute and 

enforce intellectual property rights.   

Host Industry Risks and Dependence on Hosts 

The Earth Renew’s operations will be exposed to the same industry risks faced by hosts it engages with 

for power generation and organic fertilizer production. These risks include the risk of diseases such as 

BSE, avian flu or hoof and mouth disease. New regulations resulting from these diseases may have a 

negative impact on hosts and, as a consequence, the Earth Renew’s operations. If any area in which the 

Earth Renew operates is affected by these diseases, plants may be shut down or substantially impeded 

in their operation which could have a material adverse effect on business and financial conditions. Risks 

faced by hosts do include those risks associated with cattle, dairy or poultry operations, as the case may 

be; including weather, pricing and availability of other inputs, product prices and all other matters 

affecting their commercial operation and viability. 

The Earth Renew will depend on hosts for the materials needed to manufacture organic matter fertilizers. 

It is expected that each plant will be dependent on a single host and the loss of any such host would result 

in a disruption in production from such plant. If this were to occur, it may be difficult to arrange a 

replacement supplier, because such plants cannot easily be physically relocated. Hosts may encounter 

problems in providing the Earth Renew with an adequate supply of the inputs required due to a variety 

of reasons, including failure to comply with applicable regulations and environmental factors. If hosts 
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are unable to provide on a timely basis sufficient quantities of the inputs that are depended on to 

manufacture products or if delays or contractual or other difficulties in relationships with hosts are 

encountered then the manufacture of our products may be disrupted, which could have a materially 

adverse effect on operations, revenues and financial condition. The Earth Renew intends to enter into 

long term agreements with hosts; however there is no guarantee that such hosts will be able to meet their 

commitments under such agreements nor is there any assurance that  the Earth Renew will enter into a 

sufficient number of such long term agreements. It is anticipated that host agreements will provide for 

the delivery of specified amounts of input for such plants. These required specified amounts may not 

be sufficient to operate these plants at expected or full rates and the host may not be able to supply amounts 

in addition of the specified amounts. In these circumstances the Earth Renew may have to source 

additional inputs to operate at expected levels and there is no assurance the Earth Renew will be able 

to find additional input supply. It is also expected that host agreements provide that in certain 

circumstances, including in unusually wet weather conditions, or, after an initial five year period in the case 

where the host is unable to operate at a profit and so reduces the number of cattle maintained at its site, 

the host is excused from its obligations to provide input to its plants. In addition, as plants will be located 

on property we will lease from various hosts, the Earth Renew may become liable for a failure by our 

hosts, or any other Person owning the real property upon which such plants are located, to comply with 

environmental laws and regulations. 

Dependence on Single Plant 

Earth Renew currently depends on a single plant to manufacture its product and generate revenue. 

All of the Earth Renew’s anticipated revenue for the foreseeable future will be derived from product 

and electricity that is produced at the Strathmore Plant. The Strathmore Plant is not operating at its 

base load production level. If the Strathmore Plant does not operate as planned, or does not reach its 

targeted base load production level, the Earth Renew may need to incur additional expense and spend 

additional time to increase production at that plant, which may temporarily reduce production 

levels and increase production costs.  

Volatility of Electricity and Natural Gas Prices 

The Earth Renew’s future revenue will be dependent on the market prices of electricity and natural 

gas. The market rates of electricity and natural gas may be affected by changes in regulations and 

government policy and in demand and capacity supply, including cyclical changes, as well as the 

overall economy. Electricity markets are subject to regulatory developments within the jurisdictions 

in which the Earth Renew operates (or intends to operate) or sell electricity and other external factors  

outside  our  control,  which  developments  or  factors  may  negatively  impact  electricity  markets,  

pricing, transmission development and investment. This volatility may have a material adverse effect on 

business and financial condition. 

To the extent that electricity prices do not increase in tandem with any future increases in natural gas 

prices the Earth Renew’s operating results will be adversely affected as it will not be able to sell the 

electricity produced by these plants at levels sufficient to offset a majority of the cost of the natural 

gas it will have to purchase to power such plants. 

Government Regulation 

The Earth Renew’s operations will be subject to a variety of federal, provincial, state and local laws, regulations, 

and guidelines, including laws and regulations relating to health and safety, manure management, production 

and sale of fertilizers, including for organic farming use, the conduct of operations, the protection of the 
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environment, the operation of equipment used in operations, the sale of electricity and the transportation and 

the import and export of products. Earth Renew believes that it is currently in compliance with such laws and 

regulations. The Earth Renew intends to invest financial and managerial resources to ensure such compliance 

in the future. Although such expenditures historically have not been material, such laws or regulations are 

subject to change. Accordingly, it is impossible for us to predict the cost or impact of such laws and regulations 

on our future operations. 

Organic Approvals 

To sell Earth Renew’s fertilizer for use in certified organic crop production, the Earth Renew will be 

reliant on being approved for such use by various approval agencies in accordance with applicable 

regulatory standards. Earth Renew’s products are currently approved for use in certified organic crop 

production in the U.S. and Canada. There can be no assurance that the Earth Renew will be able to 

obtain approval for use of our products for organic agriculture in, or export to, other countries, in 

particular in Europe.  

In the United States, Earth Renew products are approved for unrestricted use in certified organic crop 

production by the Washington State Department of Agriculture (WSDA). These approvals expire on 

an annual basis. An inability to renew this approval for use of our products in U.S. certified organic 

crop production would mean our product could not be sold in this sector and it could have a material 

adverse effect on business and operations. The loss or inability to renew, an approval to use these 

products in organic agriculture from an approval agency, or the loss of acceptance by any ACA of 

any of such products, or of the agencies that have approved these products for use, could have a material 

adverse effect on business and operations.  

Operating Risks and Insurance 

The Earth Renew’s operations will be subject to hazards inherent in the fertilizer manufacturing and 

sale and electrical generation industries, such as labour disruptions and unscheduled downtime, 

equipment defects, malfunctions and failures, loss of product in processing, and natural disasters, that 

can cause personal injury, loss of life, suspension of operations, damage to plants, business interruption 

and damage to or destruction of property, equipment and the environment. These risks could expose 

us to substantial liability for personal injury, wrongful death, property damage, pollution, and other 

environmental damages and the imposition of civil or criminal penalties. The frequency and severity of 

such incidents will affect operating costs, insurability and relationships with customers, employees and 

regulators. In the event of equipment defects, malfunctions or failures, there can be no assurance that 

supplier warranties will be effective to compensate us for any losses. 

The Earth Renew will continuously monitor its activities for quality control and safety. However, there 

are no assurances that safety procedures will always prevent the damages described above. Although 

the Earth Renew will maintain insurance coverage that it believes to be adequate and customary in the 

industries in which it operates, there are no assurances that such insurance will be adequate to cover all 

liabilities. In addition, there are no assurances that the Earth Renew will be able to maintain adequate 

insurance in the future at rates it considers reasonable and commercially justifiable. The occurrence 

of a significant uninsured claim, a claim in excess of the insurance coverage limits, or a claim at a 

time when the Earth Renew is not able to obtain liability insurance, could have a material adverse 

effect on its ability to conduct normal business operations. 

Defects in its products or failures in quality control could impair the Earth Renew’s ability to sell 

products or could result in product liability claims, litigation and other significant events with 

substantial additional costs. Detection of any significant defects in its products or failure in our 
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quality control procedures may result in, among other things loss of sales and market acceptance of 

our products, diversion of development resources and injury to the Earth Renew’s reputation.  

The costs the Earth Renew may incur in correcting any product defects may be substantial. 

Additionally, errors, defects or other performance problems could result in financial or other damages 

to customers, which could result in litigation. Product liability litigation, even if unsuccessful, would 

be time consuming and costly to defend. The Earth Renew’s product liability insurance may not be 

adequate to cover claims. 

Environmental and Regulatory Risk 

The Earth Renew’s operations are subject to environmental risks and regulatory compliance and there 

are no assurances that its plants will be in compliance with all regulatory requirements. New or 

amended environmental laws and regulations may require the Earth Renew to curtail or stop 

operations at one or more plants, or may require expenditures by us to install environmental control 

equipment or modify operations. Failure to comply could subject the Earth Renew to fines or 

penalties. 

There can be no assurances that the Earth Renew will not experience difficulties in its efforts to 

comply with such laws and regulations in future years, or that the costs associated with the Earth 

Renew’s continued compliance efforts will not have a material adverse effect on its business and 

financial condition. The ability to use its product in organic agriculture is a key component to the 

marketability of such product. Should any regulatory body prohibit organic matter fertilizers for use in 

organic agriculture it would materially adversely affect the marketability of the products of the Earth 

Renew. 

Inability to Adapt or Incorporate New Technological Processes 

The development and implementation of new technologies may result in a significant reduction in 

the costs of fertilizer production. Technological advances by other fertilizer producers in methods to 

convert minerals, green wastes, biosolids and manures into fertilizer could increase efficiency and 

decrease the cost of production, which could increase competition. In addition, the Earth Renew will 

rely on animal manure as an input to its process. The development of new technologies that utilize 

manure may increase competition for manure which could limit its access to manure and increase costs. 

The Earth Renew cannot predict when new technology may become available, the rate of 

acceptance of new technologies by its competitors or the costs associated with new technologies. It 

is also possible that the Earth Renew may not be able to incorporate new technological processes 

into its production process which could place us at a competitive disadvantage. 

Cross Contamination 

Although the Earth Renew’s high heat process of up to 1,000 Fahrenheit degrees destroys pathogens 

there is no assurance its product will not be associated with a pathogen outbreak due to cross 

contamination with other crop inputs. Although the Earth Renew attempts to restrict the use of its 

product with potentially risky inputs such as manures and composts, there can be no assurance that 

growers will not use its product in combination with these inputs. Association with a pathogen outbreak 

could damage the Earth Renew’s reputation and cause it to become involved in costly and time-

consuming legal or regulatory proceedings which would divert the attention of Management and key 

personnel from its business operations, which could adversely affect the business. 
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Sales Cycle 

Earth Renew is affected by seasonality risk due to weather and the potential buying patterns of major 

customers. The Earth Renew’s revenue may therefor be affected by these buying patterns, notably a 

potential slowdown in sales over the winter and early spring. 

Personnel and Strategic Allies 

The successful operation of our business will depend upon the abilities, expertise, judgment, discretion, 

integrity and good faith of our Management, executive officers, general managers, employees, 

consultants and strategic allies. In addition, our ability to expand will depend upon our ability to attract 

qualified personnel as needed, including marketing, sales and operational personnel. The demand for 

skilled employees is high, and the supply can be limited, particularly in the Alberta market. The 

unexpected loss of our key personnel or strategic partners, or the inability to retain or recruit skilled 

personnel could have a material adverse effect on our business and financial condition. 

Marketing and Distribution Expertise 

Achieving market success will require substantial marketing efforts and the expenditure of funds to 

inform potential customers of the distinctive benefits and characteristics of our fertilizer. The Earth 

Renew’s long term success will depend on its ability to expand current marketing capabilities. The 

Earth Renew will, among other things, need to attract and retain experienced marketing and sales 

personnel. No assurance can be given that the Earth Renew will be able to attract and retain such 

personnel or that any efforts undertaken by such personnel will be successful. 

Weather and Climate 

Adverse weather conditions represent a very significant operating risk affecting potential hosts and 

customers for products. Weather conditions affect the types of crops grown, the quality and quantity of 

production and the levels of farm inputs which, in turn, will affect demand for our products. Adverse 

weather conditions, such as drought or excessive rains, can result in both reduced production of the 

inputs we need to manufacture products by our hosts, reduced crop production by customers for 

products and increased costs to operate plants. During the winter and wet seasons the Earth Renew 

expects the amount of inputs produced by hosts to decline. A reduction in the production of the inputs 

needed to manufacture our products or crop input sales because of adverse weather conditions could 

have a material adverse effect on operating results and financial condition. 

Management Estimates and Assumptions 

A number of matters set forth in this Filing Statement including, without limitation, engineering matters, 

energy efficiency, product performance and costs are based on certain assumptions and estimates made 

by management. These estimates and assumptions may prove to be inaccurate 

Litigation Risks 

The Earth Renew may become involved in, named as a party to, or the subject of, various legal proceedings, 

including contract disputes, regulatory proceedings, tax proceedings and legal actions relating to 

intellectual property, product liability, personal injuries, property damage, property taxes, land rights, and 

the environment. The outcome with respect to outstanding, pending or future proceedings cannot be 

predicted with certainty and may be determined adversely to the Earth Renew and as a result, could have 

a material adverse effect on its assets, liabilities, business, financial condition and results of operations. 

Even if the Earth Renew prevails in any such legal proceeding, the proceedings could be costly and time-
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consuming and would divert the attention of Management and key personnel from business operations, 

which could adversely affect its financial condition.  

Credit Risk 

A substantial portion of the Earth Renew’s accounts receivable will be with customers involved in the 

agricultural industry whose revenues may be impacted by fluctuations in commodity prices and all 

other factors affecting the economics of the agricultural industry. Collection of these receivables could 

be influenced by economic factors affecting the agricultural industry as a whole. 

Foreign Exchange and Interest Rates 

The Earth Renew will incur costs in United States dollars, particularly in relation to equipment and parts 

purchased from the United States. Accordingly, the Earth Renew is subject to risk from fluctuations in 

the rates of currency exchange between the United States dollar and Canadian dollar, and such 

fluctuations may materially affect its business and financial condition. As a portion of sales are 

projected to be made in U.S. dollars, currency fluctuations may adversely affect revenues of the Earth 

Renew as well. 

Catastrophic Event Risk 

Earth Renew’s operations are exposed to potential damage, including partial or full loss, resulting 

from disasters such as an earthquake, hurricane, fire, explosion, flood, severe storm, terrorist attack or 

other comparable events. Both the Strathmore Plant and plants owned by hosts could be exposed to 

effects of severe weather conditions, natural disasters and potentially catastrophic events such as a 

major accident or incident at our plants. A pandemic or an assault or an action of malicious destruction, 

sabotage or terrorism committed at our plants or with respect to our fertilizer could also disrupt our 

ability to produce and sell fertilizer. The occurrence of a significant event that disrupts the ability of 

our plants to produce fertilizer for an extended period could have a material adverse effect on our 

business, financial condition and results of operations. 

General Business and Market Risks 
 

Key Personnel 

The senior officers of the Earth Renew will be critical to its success. In the event of the departure of a 

senior officer, the Earth Renew believes that it will be successful in attracting and retaining qualified 

successors but there can be no assurance of such success. Recruiting qualified personnel as the Earth 

Renew grows is critical to its success. As the Earth Renew’s business activity grows, it will require 

additional key financial, administrative and technical personnel as well as additional operations staff. If 

the Earth Renew is not successful in attracting and training qualified personnel, the efficiency of its 

operations could be affected, which could have an adverse impact on future cash flows, earnings, results 

of operations and the financial condition of the Earth Renew. 

Conflicts of Interest 

Directors and officers of the Earth Renew are or may become directors or officers of other reporting 

companies or have significant shareholdings in other mineral resource companies and, to the extent that 

such other companies may participate in ventures in which the Earth Renew may participate, the directors 

and officers of the Earth Renew may have a conflict of interest in negotiating and concluding terms 

respecting the extent of such participation. The Earth Renew and its directors and officers will attempt 

to minimize such conflicts. In the event that such a conflict of interest arises at a meeting of the directors 

of the Earth Renew, a director who has such a conflict will abstain from voting for or against the approval 
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of such participation or such terms. In appropriate cases, the Earth Renew will establish a special 

committee of independent directors to review a matter in which one or more directors, or officers, may 

have a conflict. In determining whether or not the Earth Renew will participate in a particular program 

and the interest therein to be acquired by it, the directors will primarily consider the potential benefits to 

the Earth Renew, the degree of risk to which the Earth Renew may be exposed and its financial position 

at that time. Other than as indicated, the Earth Renew has no other procedures or mechanisms to deal 

with conflicts of interest. 

Additional Financing 

The Earth Renew will require additional financing in order to make further investments or take 

advantage of future opportunities and to grow its business. The ability of the Earth Renew to arrange 

such financing in the future will depend in part upon prevailing capital market conditions, as well as 

upon the business success of the Earth Renew. There can be no assurance that the Earth Renew will be 

successful in its efforts to arrange additional financing on terms satisfactory to the Earth Renew. If 

additional financing is raised by the issuance of Common Shares or other forms of convertible 

securities from treasury, control of the Earth Renew may change and shareholders may suffer 

additional dilution. If adequate funds are not available, or are not available on acceptable terms, the 

Earth Renew may not be able to take advantage of opportunities, or otherwise respond to competitive 

pressures and remain in business.  If the Earth Renew is unable to generate such revenues or obtain 

such additional financing, any investment in the Earth Renew may be lost. In such event, the 

probability of resale of the securities of the Earth Renew would be diminished 

 

Profitability 

There is no assurance that the Earth Renew will earn profits in the future, or that profitability will be 

sustained. There is no assurance that future revenues will be sufficient to generate the funds required to 

continue the Earth Renew’s business development and marketing activities. If the Earth Renew does 

not have sufficient capital to fund its operations, it may be required to reduce its sales and marketing 

efforts or forego certain business opportunities. 

 

Management of Growth 

The Earth Renew may be subject to growth-related risks including capacity constraints and pressure on 

its internal systems and controls. The ability of the Earth Renew to manage growth effectively will 

require it to continue to implement and improve its operational and financial systems and to expand, 

train and manage its employee base. The inability of the Earth Renew to deal with this growth may 

have a material adverse effect on the Earth Renew’s business, financial condition, results of operations 

and prospects. 

 

Issuance of Debt 

From time to time, the Earth Renew may enter into transactions to acquire assets or the shares of other 

organizations or seek to obtain additional working capital. These transactions may be financed in 

whole or in part with debt, which may increase the Earth Renew’s debt levels above industry standards 

for companies of similar size. Depending on future plans, the Earth Renew may require additional 

equity and/or debt financing that may not be available or, if available, may not be available on 

favourable terms to the Earth Renew. Neither the Issuer’s nor Earth Renew’s constating documents 

limit the amount of indebtedness that may be incurred and it is not expected that the Earth Renew’s 

constating documents will contain such restrictions. As a result, the level of the Earth Renew’s 

indebtedness from time to time could impair its ability to operate or otherwise take advantage of 

business opportunities that may arise.  



  

  

00269211-9 195 

Dilution 

The Earth Renew may make future acquisitions or enter into financings or other transactions involving 

the issuance of securities of the Earth Renew which may be dilutive to the holdings of existing 

shareholders. 

 

Price Volatility of Publicly Traded Securities 

In recent years, the securities markets in the United States and Canada have experienced a high level of 

price and volume volatility, and the market prices of securities of many companies have experienced 

wide fluctuations in price. There can be no assurance that continuing fluctuations in price will not 

occur. It may be anticipated that any quoted market for the Common Shares will be subject to market 

trends generally, notwithstanding any potential success of the Earth Renew in creating revenues, cash 

flows or earnings. The value of the Common Shares will be affected by such volatility. A public 

trading market in the Common Shares having the desired characteristics of depth, liquidity and 

orderliness depends on the presence in the marketplace of willing buyers and sellers of Common 

Shares at any given time, which, in turn is dependent on the individual decisions of investors over 

which the Earth Renew has no control. There can be no assurance that an active trading market in 

securities of the Earth Renew will be established and sustained. The market price for the Earth 

Renew’s securities could be subject to wide fluctuations, which could have an adverse effect on the 

market price of the Earth Renew. The stock market has, from time to time, experienced extreme price 

and volume fluctuations, which have often been unrelated to the operating performance, net asset 

values or prospects of particular companies. If an active public market for the Common Shares does 

not develop, the liquidity of a shareholder’s investment may be limited and the share price may 

decline. 

 

Dividends 

Neither the Issuer nor Earth Renew has paid any dividends on its outstanding shares. Any payments of 

dividends on the Common Shares will be dependent upon the financial requirements of the Earth 

Renew to finance future growth, the financial condition of the Earth Renew and other factors which the 

Earth Renew’s board of directors may consider appropriate in the circumstance. It is unlikely that the 

Earth Renew will pay dividends in the immediate or foreseeable future.  

 

Transaction May Not Be Approved 

The completion of the Transaction is subject to the final acceptance of the Exchange which will be 

evidenced by the issuance of the Final Exchange Bulletin. There can be no assurance that all of the 

necessary approvals will be obtained. If the Transaction does not complete, the Issuer will continue to 

search for other opportunities, however, it will have incurred significant costs associated with the 

Transaction. In the event that the Transaction is not approved, the Issuer will remain listed on the 

NEX. 

 

Markets for Securities 

There can be no assurance that an active trading market in the Common Shares will be established and 

sustained following Closing. The market price for the Common Shares could be subject to wide 

fluctuations. Factors such as commodity prices, government regulation, the demand for platinum, 

interest rates, share price movements of the Earth Renew’s peer companies and competitors, as well as 

overall market movements, may have a significant impact on the market price of the securities of Earth 

Renew. 

 

General Economic Conditions May Adversely Affect the Earth Renew’s Growth 

The unprecedented events in global financial markets in the past several years have had a profound 

impact on the global economy in general and the mining industry in particular. Many industries 
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continue to be negatively impacted by these market conditions. A continued or worsened slowdown in 

the financial markets or other economic conditions, including but not limited to, consumer spending, 

employment rates, business conditions, inflation, fuel and energy costs, consumer debt levels, lack of 

available credit, the state of the financial markets, interest rates, tax rates may adversely affect the 

Resulting Issuer. 

 

Significant Accounting Policies 

The Company’s significant accounting policies can be found in Note 2 of its annual financial statements 

for the twelve months ended December 31, 2017, 2016 and 2015. 

New and Future Accounting Pronouncements  

Certain pronouncements were issued by the IASB or the IFRIC that are mandatory for accounting 

periods on or after January 1, 2018 or later periods.  Many are not applicable or do not have a significant 

impact to the Company and have been excluded.  

IFRS 2 – Share-based Payment (“IFRS 2”) was amended by the IASB in June 2016 to clarify the 

accounting for cash-settled share-based payment transactions that include a performance condition, the 

classification of share-based payment transactions with net settlement features and the accounting for 

modifications of share-based payment transactions from cash-settled to equity-settled. The 

amendments are effective for annual periods beginning on or after January 1, 2018, with earlier 

application permitted.   The Company does not anticipate a material impact to the financial statements 

on the adoption of this standard.  

 

IFRS 9 – Financial Instruments (“IFRS 9”) was issued by the IASB in November 2009 with additions in 

October 2010 and May 2013 and will replace IAS 39 Financial Instruments: Recognition and 

Measurement (“IAS 39”).  IFRS 9 uses a single approach to determine whether a financial asset is 

measured at amortized cost or fair value, replacing the multiple rules in IAS 39.  The approach in IFRS 

9 is based on how an entity manages its financial instruments in the context of its business model and 

the contractual cash flow characteristics of the financial assets.  Most of the requirements in IAS 39 for 

classification and measurement of financial liabilities were carried forward unchanged to IFRS 9, except 

that an entity choosing to measure a financial liability at fair value will present the portion of any change 

in its fair value due to changes in the entity’s own credit risk in other comprehensive income, rather than 

within profit or loss.  The new standard also requires a single impairment method to be used, replacing 

the multiple impairment methods in IAS 39.  IFRS 9 is effective for annual periods beginning on or after 

January 1, 2018.  Earlier adoption is permitted.  The Company has not yet considered the potential impact 

of the adoption of IFRS 9. 

IFRS 15 - Revenue from Contracts with Customers ("IFRS 15") addresses how and when entities 

recognize revenue, as well as requires more detailed and relevant disclosures.  IFRS 15 supersedes IAS 

11 Construction Contracts, IAS 18 Revenue, IFRIC 13 Customer Loyalty Programs, IFRIC 15 

Agreements for the Construction of Real Estate, IFRIC 18 Transfers of Assets from Customers and SIC-

31 Revenue - Barter Transactions Involving Advertising Services.  The Section provides a single, 

principles based five-step model to be applied to all contracts with customers, with certain exceptions. 

The standard is effective for annual periods beginning on or after January 1, 2018. Earlier application is 

permitted.  The Company has not yet considered the potential impact of the adoption of IFRS 15 on its 

financial reporting. 

IFRS 16 – Leases (‘IFRS 16”) replaces IAS 17, Leases (“IAS 17”).  The new model requires the 

recognition of almost all lease contracts on a lessee’s statement of financial position as a lease liability 

reflecting future lease payments and a ‘right-of-use asset’ with exceptions for certain short-term leases 

and leases of low-value assets.  In addition, the lease payments are required to be presented on the 

statement of cash flow within operating and financing activities for the interest and principal portions, 
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respectively.  IFRS 16 is effective for annual periods beginning on or after January 1, 2019, with early 

adoption permitted if IFRS 15, Revenue from Contracts with Customers, is also applied.  The Company 

is still evaluating the impact of the adoption of IFRS 16.  

Critical Accounting Estimates 

The preparation of the Company’s Financial Statements in conformity with IFRS requires management 

to make estimates and assumptions that affect the reported amounts of assets and liabilities and 

disclosure of contingent assets and liabilities at the date of the Financial Statements and reported 

amounts of revenues and expenses during the reported period.  Such estimates and assumptions affect 

the carrying value of assets and impact estimates for asset retirement obligations and reclamation costs.  

Other significant estimates made by the Company include factors affecting valuations of stock based 

compensation and the valuation of income tax accounts.  The Company regularly reviews its estimates 

and assumptions, however, actual results could differ from these estimates and these differences could 

be material.
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2292055 ONTARIO LTD. 

MANAGEMENT’S DISCUSSION AND ANALYSIS 

FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2016 
(Containing information through July 5, 2018 unless otherwise noted) 

 

Background 

 

This Management’s Discussion and Analysis (“MD&A”) has been prepared based on information 

available to 2292055 Ontario Ltd. (“we”, “our”, “us”, “Earth Renew” or the “Company”) as of July 5, 

2018 unless otherwise noted. The MD&A provides a detailed analysis of the Company’s operations 

and compares its financial results with those of the previous periods and should be read in conjunction 

with our audited annual financial statements for the twelve months ended December 31, 2017, 2016 

and 2015 and MD&A as at and for the twelve months ended December 31, 2016. The financial 

statements and related notes of Earth Renew have been prepared in accordance with International 

Financial Reporting Standards (“IFRS”) and do not reflect the adjustments that would be necessary 

should the Company be unable to continue as a going concern and therefore be required to realize its 

assets and liquidate its liabilities and commitments in other than the normal course of business and at 

amounts different from those in the accompanying financial statements.  

 

Please refer to the notes of the December 31, 2017, 2016 and 2015 annual financial statements for 

disclosure of the Company’s significant accounting policies.  Unless otherwise noted, all references to 

currency in this MD&A refer to Canadian dollars.   

 

Additional information relating to the Company can be found on the Earth Renew website at 

www.earth renew.ca. 

 

Cautionary Statement Regarding Forward Looking Information 

Except for statements of historical fact relating to Earth Renew, certain information contained herein 

constitutes forward-looking information under Canadian securities legislation.  Forward-looking 

information includes, without limitation, statements with respect to power generation and fertilizer 

aspect: the anticipated benefits of the products; the production rate of our Strathmore Plant; the energy 

efficiency and net energy costs of our Strathmore Plant; future production; the supply and demand for 

organic matter fertilizers in agriculture and other industries; emissions reductions and credits from 

various activities; the development of markets for our organic matter fertilizer and the demand for 

organic matter fertilizer; anticipated availability and sources of future financing; the commercialization 

of additional applications of  Earth Renew’s technology; growth expectations and plans; the ability to 

enter into additional Host agreements; the ability to hire and retain sufficient personnel; operating costs 

at the Strathmore Plant; and results of trials of products.  With respect to forward-looking statements 

contained in this MD&A, we have made assumptions regarding, among other things: future prices of 

fertilizer and soil products; future prices of natural gas and electricity; the actual and expected results 

of manufacturing activities; organic waste composition including qualities and quantities; market 

acceptance of our products; ability to obtain equipment from suppliers; ability to obtain additional 

financing on satisfactory terms; ability to obtain and enforce our intellectual property rights; ability to 

obtain qualified staff and equipment in a timely and cost-efficient manner; the regulatory framework 

governing our operations and environmental matters in the jurisdictions in which Earth Renew 

conducts and will conduct its business; future production levels; operating costs associated with the 

operation of Earth Renew’s plants; future capital expenditures to be made by Earth Renew; products 

will perform as indicated in research trials; ability to execute our growth plans; ability to enter into 

additional Host agreements; ability to quantify and verify emissions reductions and credits within 
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established emissions credit regimes; ability to obtain required permits, grid access and power purchase 

arrangements for our second generation plants; ability to obtain organic inputs for our plants; the operation 

of our second generation plants, including in respect of matters referenced elsewhere in this prospectus; and 

the operation of our Strathmore Plant. The words “anticipates”, ‘‘plans’’, ‘‘expects’’, “indicative”, 

“intend”, ‘‘scheduled’’, “timeline”, ‘‘estimates’’, ‘‘forecasts”, “guidance”, “opportunity”, “outlook”, 

“potential”, “projected”, “schedule”, “seek”, “strategy”, “study” (including, without limitation, as may 

be qualified by “feasibility” and “pre-feasibility”), “targets”, “models”, or ‘‘believes’’, or variations of 

or similar such words and phrases or statements that certain actions, events or results ‘‘may’’, ‘‘could’’, 

‘‘would’’, or ‘‘should’’, ‘‘might’’, or ‘‘will be taken’’, ‘‘occur’’ or ‘‘be achieved’’ and similar 

expressions identify forward-looking information.  Forward-looking information is necessarily based 

upon a number of estimates and assumptions that, while considered reasonable by Earth Renew and its 

external professional advisors as of the date of such statements, are inherently subject to significant 

business, economic and competitive uncertainties and contingencies. There can be no assurance that 

forward-looking statements will prove to be accurate, as actual results and future events could differ 

materially from those anticipated in such statements.   

Forward-looking information is provided for the purpose of providing information about 

management’s expectations and plans relating to the future.  All of the forward-looking statements 

made in this MD&A are qualified by these cautionary statements and those made in the ‘‘Risk 

Factors’’ section of this MD&A.  These factors are not intended to represent a complete list of the 

factors that could affect Earth Renew. Earth Renew disclaims any intention or obligation to update or 

revise any forward-looking information or to explain any material difference between subsequent 

actual events and such forward-looking information, except to the extent required by applicable law. 

 

Overview of the Company 

 

Earth Renew is a sustainable power-generation company.  The waste heat from the power generation is 

used to process and deliver nutrient-rich, slow-release pelleted organic fertilizers.  Earth Renew’s 

competitive advantage rests in its unique ability to convert natural gas to electricity from an industrial-

sized gas turbine and in so doing capture waste heat exhaust to dry manure feedstock to make organic 

fertilizer.  Earth Renew has a commercial scale power generation and organic fertilizer plant in 

Strathmore, Alberta known as the Strathmore Plant that is located on a 25,000 head cattle feedlot.  

The Strathmore Plant has the capacity to generate approximately four MWh of electricity per hour. In 

May 2018, Earth Renew re-commenced its electricity generation operations at the Strathmore Plant. 

Earth Renew intends to use the generated electricity itself during the first phase of the re-start of the 

Strathmore Plant to power a cryptocurrency mining facility. Based on the energy use specifications of 

the mining rigs, Earth Renew expects to have available about 2.5 MWh of the currently installed 

electricity generation capacity of the Strathmore Plant to power the cryptocurrency mining operations. 

A portion of the proceeds from the Private Placement are intended to be used to fund the purchase of 

the cryptocurrency mining rigs and to retrofit a portion of the Strathmore Plant as a cryptocurrency 

mining facility. 

 

As a second phase of the re-start of the Strathmore Plant, Earth Renew intends to use a portion of the 

proceeds from the Private Placement to complete engineering work necessary to restart organic 

fertilizer production. In the future, Earth Renew expects to use about 1.5MWh of the 4.0 MWh 

generated by the Strathmore Plant to power the fertilizer production equipment and controls to produce 

pelleted organic fertilizers. The Strathmore Plant (first commissioned in 2008), was proven capable of 

producing sellable organic fertilizers.  Earth Renew intends to upgrade the existing facility to address 

past design and process limitations and has engaged a team of engineers, construction and supply chain 

management to recommission the organic fertilizer production component. 
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The remainder of the electricity generated can be used for other purposes to generate additional 

revenue for Earth Renew. More specifically, this surplus electricity, which is already synchronized 

with the electrical grid system, can be used for other applications at the Strathmore Plant or sold to the 

electrical grid to meet price spikes occasioned by supply shortages and/or sudden surges in the demand 

for electricity. 

 

As explained below, Earth Renew intends to re-start the fertilizer production facility at the Strathmore 

Plant to produce as much as 60,000 tonnes of nutrient-rich, slow-release organic fertilizers annually for 

sale in the Mid-Western United States and Western Canada.  Earth Renew has executed an off-take 

agreement with Sun Country Organics pursuant to which substantially all the organic fertilizer 

produced by Earth Renew at the Strathmore Plant will be purchased by Sun Country Organics for 

wholesale and retail distribution.   

 

As a third phase of Earth Renew’s growth and expansion plans, management is working to identify and 

analyse possible locations in Europe and North America suitable for additional power generation and 

organic fertilizer production facilities such as the Strathmore Plant.  To that end, Earth Renew has 

entered into a Letter of Intent with a UK dairy operation to develop plans to build a second facility like 

the Strathmore Plant co-located with the dairy. 

 

Outlook 

Earth Renew is seeking to maximize the value of the power generation facilities by building on-site 

demand (including neighbour feedlot site).  To accomplish this objective, Earth Renew intends to: 

 Maximize the value of the electricity through consistent behind the fence load development.  

This includes direct connection into the neighbouring feedlot and developing cryptocurrency 

mining units. 

 Produce excess power on an opportunistic basis to capture periods of elevated pricing available 

over extended periods on the Alberta electricity grid. 

Milestones 

 Consider Expanding On-Site Power Generation Capacity.  Prepare expansion plan for on-site 

power generation to support expansion of internal and third-party cryptocurrency mining 

operations (decision expected to be made in July 2018). 

 Develop additional opportunities for consistent base load with on-site and neighbouring site 

clients (ongoing through the latter half of 2018). 

 

Summary of Quarterly Results 

The following is a summary of the Company’s financial results for the eight most recently completed 

quarters: 
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Q4-2016 Q3-2016 Q2-2016 Q1-2016 Q4-2015 Q3-2015 Q2-2015 Q1-2015

31-Dec 30-Sep 30-Jun 31-Mar 31-Dec 30-Sep 30-Jun 31-Mar

2016 2016 2016 2016 2015 2015 2015 2015

Energy Sales $0 $2,622 $0 $263,504 $12,315 $36,743 $0 $14,656 

Net loss ($83,921) ($223,236) ($60,634) ($205,206) ($99,637) ($112,534) ($401,349) ($96,745)

Net loss per share ($0.00) ($0.01) ($0.00) ($0.01) ($0.00) ($0.01) ($0.02) ($0.00)

Working Capital* ($9,026,966) ($7,826,904) ($7,606,290) ($7,545,656) ($8,469,771) ($7,685,288) ($7,574,329) ($7,172,980)

Total Assets  $  4,336,095 $4,406,493 ($4,311,055) $4,332,615  $  4,325,305 $4,346,073 $4,328,462 $4,335,886 

Total Non-current

Liabilities NIL NIL NIL NIL NIL NIL NIL NIL

* Working Capital is defined as current assets minus current liabilities.  Working capital is a Non-IFRS figure 

without a standardized meaning.  Please see “Non-IFRS Measures” for a reconciliation. 

Factors Affecting Comparability of Quarters 

Results of operations can vary significantly due to a number of factors.  The Company’s level of 

activity and expenditures during a specific quarter are influenced by a number of factors, including the 

level of working capital, the availability of external financing, the nature of activity, and the number of 

personnel required to advance each individual project.   

 

Energy sales fluctuated over the quarters due to turbine production which dependent on electricity 

price sold to the Alberta energy grid.  

 

Net loss has fluctuated quarterly reflecting the increase operating costs of the Company over the 

quarters. 

 

Negative working capital has increased over the quarters as the Company drew down on its grid note 

and accrued expenses. 

 

No significant changes in accounting principles during the eight recent quarter periods generated no 

variances over balances     

 

Summary of Annual Results 

2016 2015 2014

Energy Sales $266,126 $63,714 $402,404 

Net loss ($572,997) ($710,265) ($1,034,282)

Net loss per share ($0.02) ($0.04) ($0.05)

Working Capital* ($9,026,966) ($8,469,771) ($7,761,080)

Total Assets $4,336,095 $4,325,305  $   4,347,236 

Total Non-current Liabilities $Nil $Nil $Nil  
 

Results of Operations – Financial 
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The following is a discussion of the results of operations of the Company for the three and twelve 

months ended December 31, 2016 and 2015.  This should be read in conjunction with the Company’s 

annual financial statements for the twelve months ended December 31, 2017, 2016 and 2015 and 

related notes.    

 

For the three months ended December 31, 2016 and December 31, 2015:  

2016 2015

 Net loss  $              (83,921)  $               (99,637)

 Sales                           -                       12,315 

 Cost of good sold                           -                       16,718 

 Professional, consulting and management fees                   33,714                     25,325 

 General and administration                   20,270                     21,324 

 Utilities & maintenance                   18,572                     19,633 

 Insurance                     3,721                     (7,752)

 Property taxes                           -                               -   

 Travel and accomodation                     7,644                             -   

 Interest expense                           -                       35,155 

 Foreign exchange loss                           -                         1,549 

Three months ended December 31,

 
 

For the three months ended December 31, 2016, the Company recorded a net loss of $83,921 

compared to a net loss of $99,637 for the three months ended December 31, 2015.  

 

Sales were $nil for the three months ended December 31, 2016 compared to $12,315. The sales 

decrease reflects lower energy prices resulting in the Company deciding not to turn on the turbine to 

generate electricity for sale to the grid. 

 

Professional, consulting and management fees were $33,714 for the three months ended December 31, 

2016 compared to $25,325.  

 

Utilities and maintenance was $3,721 for the three months ended December 31, 2016 compared to 

$(7,752) for 2015.  

 

Interest expense was $nil for the three months ended December 31, 2016 compared to $35,155. No 

interest expense was record in Q4 2016. 

 

For the twelve months ended December 31, 2016 and 2015:  

 



  

  

00269211-9 203 

2016 2015

 Net loss  $            (572,967)  $             (710,265)

 Sales                 266,126                     63,714 

 Cost of good sold                   60,554                     51,793 

 Professional, consulting and management fees                 549,163                   299,576 

 General and administration                   71,911                     73,028 

 Utilities & maintenance                   62,454                     65,311 

 Insurance                   12,306                     21,425 

 Property taxes                   26,063                   105,323 

 Travel and accomodation                   20,329                       1,450 

 Interest expense                   36,055                   134,976 

 Foreign exchange loss                        288                     21,098 

Years ended December 31,

 
 

For the twelve months ended December 31, 2016, the Company recorded a net loss of $572,967 ($0.02 

per share) compared to a net loss of $710,265 ($0.04 per share) for the twelve months ended December 

31, 2015.  

 

Sales were $266,126 for the twelve months ended December 31, 2016 compared to $63,714. The sales 

increase reflects higher energy prices resulting in the Company deciding to turn on the turbine to 

generate electricity for sale to the grid. 

 

Professional, consulting and management fees were $549,163 for the twelve months ended December 

31, 2016 compared to $299,576. During 2015, the Company wrote off $376,891 in previously accrued 

management fees. 

 

Insurance was $12,306 for the twelve months ended December 31, 2016 compared to $21,425 in 2015. 

Travel and accommodation was $20,329 for the twelve months ended December 31, 2016 compared to 

$1,450 in 2015. The Company increased Company travel in 2016.  

 

During the twelve months ended in December 31, 2016 the Company used cash in operating activities 

of $385,822, which included a net loss of $572,997 offset by non-cash interest expense of $36,055 and 

positive working capital of $151,120. The Company disposed of capital assets of $15,800 for 2016.  

 

The Company received $378,541 from loans and advances during the twelve months ended December 

31, 2016. 

 

Liquidity and Capital Resources 

 

Given the nature of the Company’s operations, the most relevant financial information relates 

primarily to current liquidity, solvency and planned expenditures.  The Company’s financial success 

will be dependent upon the success restart of the turbine which leads to the electricity production.  

Such development may take years to complete and the amount of resulting income, if any, is difficult 

to determine.  

 

The Company currently has a negative operating cash flow and finances its activities through equity 

financings.  The Company’s financial success will be dependent on the economic viability of its 

projects.  
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The Company had working capital of $(9,026,966) as at December 31, 2016 (December 31, 2015 – 

$(8,469,771) including cash and cash equivalents of $8,913 (December 31, 2015 - $393).  None of the 

cash equivalents are invested in asset-backed securities. 

 

On December 7, 2017, the Company close a financing for $2,361,900 by issuing 7,873,000 common 

shares at $0.30. 

 

The Company’s estimate of the adequacy of its working capital is a forward-looking statement as it 

involves known and unknown risks, uncertainties and other factors. Actual results could differ, perhaps 

materially; with the result that the adequacy of working capital required for fiscal year 2017 expressed 

by such forward-looking statements is materially different than so stated. Also, the ability of the 

Company to successfully acquire and develop additional projects or to continue development of its 

current projects is conditional on its ability to secure financing when required. The Company proposes 

to meet any additional financing requirements through equity financing when required. In light of the 

continually changing financial markets, there is no assurance that funding by equity subscriptions will 

be possible at the times required or desired by the Company. See “Cautionary Statement Regarding 

Forward Looking Information”. 

 
Non-IFRS Measures 

The Company has included a Non-IFRS performance measure, working capital, throughout this document. This 

is a common Non-IFRS performance measure but does not have a standardized meaning.  The Company believes 

that, in addition to conventional measures prepared in accordance with IFRS, we and certain investors use this 

information to evaluate the Company’s performance and ability to generate cash, profits and meet financial 

commitments.  This Non-IFRS measure is intended to provide additional information and should not be considered 

in isolation or as a substitute for measures of performance prepared in accordance with IFRS.  The following 

tables provide a reconciliation of working capital to the financial statements as at December 31, 2016 and 

December 31, 2015. 

31-Dec-16 31-Dec-15

Current Assets

Cash 8,913                  393                     

HST Receivable 22,287               4,217                  

Prepaid Expenses 1,040                  1,040                  

Total Current Assets 32,240               5,650                  

Current Liabilities

Accounts Payables and Accrued Liabilities 1,737,622         1,568,432         

Loans From Related Parties 7,321,584         6,906,989         

Total Current Liabilities 9,059,206         8,475,421         

Working Capital (9,026,966)        (8,469,771)         

Capital Risk Management 

The Company’s capital includes cash and equity, comprised of issued shares, share-based payment 

reserve and deficit, in the definition of capital.  The Company’s objective when managing capital is to 

maintain its ability to continue as a going concern in order to provide returns for shareholders and 

benefits for other stakeholders. 
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The Company manages its capital structure and makes adjustments to it based on the funds available to 

the Company in order to support the acquisition and project development.  The Board of Directors 

does not establish quantitative return on capital criteria for management but rather relies on the 

expertise of the Company’s management and consultants to sustain future development of the business. 

 

The Company is dependent upon external financings to fund activities. In order to carry out planned 

engineering, test work, advancement and development of projects, and pay for administrative costs, the 

Company will spend working capital and expects to raise the additional funds from time to time as 

required.  

 

Management reviews its capital management approach on an ongoing basis and believes that this 

approach is reasonable given the relative size of the Company.  There were no changes in the 

Company’s approach to capital management during the twelve months ended December 31, 2016. The 

Company is not subject to externally imposed capital requirements. 

 

Commitments and contingencies 

 

Management Contracts 

The Company is party to certain management contracts. These contracts contain minimum 

commitments and additional contingent payments upon the occurrence of a change of control. As the 

likelihood of a change of control is not determinable, the contingent payments have not been reflected 

in these financial statements.  

 

Legal contingencies 

The Company is, from time to time, involved in various claims and legal proceedings.  The Company 

cannot reasonably predict the likelihood or outcome of these activities. The Company does not believe 

that adverse decisions in any pending or threatened proceedings related to any matter, or any amount 

that may be required to be paid in connection thereto, will have a material effect on the financial 

condition or future results of operations.  As at December 31, 2016, no amounts have been accrued 

related to such matters. 

 

Environmental Commitments 

The Company’s activities are subject to various federal, state and international laws and regulations 

governing the protection of the environment.  These laws and regulations are continually changing and 

generally becoming more restrictive.  The Company conducts its operations so as to protect public 

health and the environment and believes its operations are materially in compliance with all applicable 

laws and regulations.  The Company has made, and expects to make in the future, expenditures to 

comply with such laws and regulations. 

 

Off Balance Sheet Arrangements 
The Company is not party to any off-balance sheet arrangements. 

 

Related Party Transactions 
 

Loans Payable 

The Company entered into the loan agreement with 0890241 B.C. Ltd. 0890241 B.C. Ltd. provided a 

demand loan to the Company. This loan is unsecured and bears interest at 3%. The principal and interest 

totaling $7,288,358 was outstanding at December 31, 2016 (December 31, 2015 - $6,754,106). Directors 

of the Company are also directors of 0890241 B.C. Ltd. 
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Director and officers advance fund to the Company. These advances are unsecured and bears interest at 

nil%. Advances totaling $33,226 was outstanding at December 31, 2016 (December 31, 2015 - 

$152,882). 

During 2017, the Company granted 2,660,000 options with an exercise price of $0.25 expiring July 18, 

2021 to directors and officers of the Company. 

The amounts outstanding are unsecured and will be settled in cash. No guarantees have been given or 

received. No expense has been recognized in the current or prior periods for bad or doubtful debts in 

respect of the amounts owed by related parties. 

 

Compensation of key management personnel of the Company 

The remuneration of directors and other members of key management personnel during the period 

were as follows:  

 

2016 2015 2016 2015

Short-term benefits  $          17,500  $          27,115 59,500$           185,278$         

17,500$           27,115$           59,500$           185,278$         

Three months ended Twelve months ended

December 31, December 31,

 
 

In accordance with IAS 24 Related Party Disclosures, key management personnel are those persons 

having authority and responsibility for planning, directing and controlling the activities of the 

Company, directly or indirectly, including any directors (executive and non-executive) of the 

Company.  

 

The remuneration of directors and key executives is determined by the compensation committee 

having regard to the performance of individuals and market trends.  

 

Financial Instruments and Other Instruments 

 

The carrying value of cash and cash equivalents, prepaid expenses, sundry receivable, accounts 

payable and finance leases approximate their fair values due to the short maturity of those instruments.  

The Company's risk exposures and their impacts on the Company's financial instruments are 

summarized below.  There have been no significant changes in the risks, objectives, policies and 

procedures for managing risk during the twelve months ended December 31, 2016.  

 

Credit risk  

The Company's credit risk is primarily attributable to cash and amounts receivable. The Company has 

no significant concentration of credit risk arising from operations. Cash and cash equivalents consist of 

cash held in financial institutions from which management believes the risk of loss to be remote.  

 

Liquidity risk  

The Company manages liquidity risk by maintaining adequate cash and cash equivalent balances.  The 

Company continuously monitors and reviews both actual and forecasted cash flows, and also matches 

the maturity profile of financial assets and liabilities.  

As at December 31, 2016, the Company had current assets of $32,240 (December 31, 2015 - $5,650) to 

settle current liabilities of $9,059,206 (December 31, 2015 - $8,475,421). Approximately $1,737,622 

(December 31, 2015 - $1,568,432) of the Company's financial liabilities as at December 31, 2016 have 

contractual maturities of less than 30 days and are subject to normal trade terms. 
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Market risk  

(a) Interest rate risk  

The Company’s cash equivalents are subject to interest rate cash flow risk as they carry variable rates 

of interest.  The Company’s interest rate risk management policy is to purchase highly liquid 

investments with a term to maturity of one year or less on the date of purchase.  

 

Currency Risk 

The Company funds the operations and maintains a head office in Canada. A portion of the Company’s 

expenses are denominated in U.S. dollars and Canadian dollars. Consequently, the Company is 

exposed to fluctuations in foreign exchange rates. The Company has not used derivative instruments to 

reduce its exposure to foreign exchange fluctuations. The Company does not engage in any hedging 

activity to mitigate this risk. 

 

Outstanding Share Data  

 

As at July 5, 2018 the Company has 55,00,000 common shares issued and outstanding. As at July 5, 

2018 the Company had 4,000,000 stock options with an exercise price of $0.25 and expire on July 21, 

2021. 

 

Risks and Uncertainties 

 

Cryptocurrency Mining 

 

Cybersecurity Threats and Hacks 

As with any other computer code, flaws in cryptocurrency codes have been exposed by certain 

malicious actors. Several errors and defects have been found and corrected, including those that 

disabled some functionality for users and exposed users’ information. Discovery of flaws in or 

exploitations of the source code that allow malicious actors to take or create money can occur. 

 

Regulatory Changes  

As cryptocurrencies have grown in both popularity and market size, governments around the world 

have reacted differently to cryptocurrencies with certain governments deeming them illegal while 

others have allowed their use and trade. On-going and future regulatory actions may alter, perhaps to a 

materially adverse extent, the ability of the Earth Renew to continue to operate. The effect of any 

future regulatory change on the Earth Renew or any cryptocurrency that the Earth Renew may mine is 

impossible to predict, but such change could be substantial and adverse to the Earth Renew. 

Governments may, in the future, restrict or prohibit the acquisition, use or redemption of 

cryptocurrencies. Ownership of, holding or trading in cryptocurrencies may then be considered illegal 

and subject to sanction. Governments may also take regulatory action that may increase the cost and/or 

subject cryptocurrency mining companies to additional regulation., On August 24, 2017, the Canadian 

Securities Administrators published CSA Staff Notice 46-307 –Cryptocurrency Offerings, providing 

guidance on whether initial coin offerings, pursuant to which tokens are offered to investors, are 

subject to Canadian securities laws. 

 

Governments may in the future take regulatory actions that prohibit or severely restrict the right to 

acquire, own, hold, sell, use or trade cryptocurrencies or to exchange cryptocurrencies for fiat 

currency. By extension, similar actions by other governments, may result in the restriction of the 

acquisition, ownership, holding, selling, use or trading in the Common Shares. Such a restriction could 

result in the Earth Renew liquidating its cryptocurrency inventory at unfavorable prices and may 

adversely affect the Earth Renew’s shareholders. 
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Value of Cryptocurrencies may be Subject to Momentum Pricing Risk 

Momentum pricing typically is associated with growth stocks and other assets whose valuation, as 

determined by the investing public, accounts for anticipated future appreciation in value. 

Cryptocurrency market prices are determined primarily using data from various exchanges, over-the-

counter markets, and derivative platforms. Momentum pricing may have resulted, and may continue to 

result, in speculation regarding future appreciation in the value of cryptocurrencies, inflating and 

making their market prices more volatile. As a result, they may be more likely to fluctuate in value due 

to changing investor confidence in future appreciation (or depreciation) in their market prices, which 

could adversely affect the value of the Earth Renew’s cryptocurrency inventory and thereby affect the 

Earth Renew’s shareholders. 

 

Cryptocurrency Exchanges and other Trading Venues are Relatively New  

To the extent that cryptocurrency exchanges or other trading venues are involved in fraud or 

experience security failures or other operational issues, this could result in a reduction in 

cryptocurrency prices. Cryptocurrency market prices depend, directly or indirectly, on the prices set on 

exchanges and other trading venues, which are new and, in most cases, largely unregulated as 

compared to established, regulated exchanges for securities, derivatives and other currencies. For 

example, during the past three years, a number of Bitcoin exchanges have been closed due to fraud, 

business failure or security breaches. In many of these instances, the customers of the closed Bitcoin 

exchanges were not compensated or made whole for the partial or complete losses of their account 

balances in such Bitcoin exchanges. While smaller exchanges are less likely to have the infrastructure 

and capitalization that provide larger exchanges with additional stability, larger exchanges may be 

more likely to be appealing targets for hackers and “malware” (i.e., software used or programmed by 

attackers to disrupt computer operation, gather sensitive information or gain access to private computer 

systems) and may be more likely to be targets of regulatory enforcement action. 

 

Banks May Cut off Banking Services, to Businesses that Provide Cryptocurrency-related Services  

A number of companies that provide cryptocurrency-related services have been unable to find banks 

that are willing to provide them with bank accounts and banking services. Similarly, a number of such 

companies have had their existing bank accounts closed by their banks. Banks may refuse to provide 

bank accounts and other banking services to cryptocurrency related companies or companies that 

accept cryptocurrencies for a number of reasons, such as perceived compliance risks or costs. The 

difficulty that many businesses that provide cryptocurrency-related services have and may continue to 

have in finding banks willing to provide them with bank accounts and other banking services may be 

currently decreasing the usefulness of cryptocurrencies as a payment system and harming public 

perception of cryptocurrencies or could decrease its usefulness and harm its public perception in the 

future. Similarly, the usefulness of cryptocurrencies as a payment system and the public perception of 

cryptocurrencies could be damaged if banks were to close the accounts of many or of a few key 

businesses providing cryptocurrency-related services. This could decrease the market prices of 

cryptocurrencies and adversely affect the value of the Earth Renew’s cryptocurrency inventory. 

 

Impact of Geopolitical Events  

Crises may motivate large-scale purchases of cryptocurrencies which could increase the price of 

cryptocurrencies rapidly. This may increase the likelihood of a subsequent price decrease as crisis-

driven purchasing behavior wanes, adversely affecting the value of the Earth Renew’s cryptocurrency 

inventory. The possibility of large-scale purchases of cryptocurrencies in times of crisis may have a 

short-term positive impact on the prices of same. Future geopolitical crises may erode investors’ 

confidence in the stability of cryptocurrencies and may impair their price performance which would, in 

turn, adversely affect the Earth Renew’s cryptocurrency inventory. 

As an alternative to fiat currencies that are backed by central governments, cryptocurrencies are subject 

to supply and demand forces based upon the desirability of an alternative, decentralized means of 
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buying and selling goods and services, and it is unclear how such supply and demand will be impacted 

by geopolitical events. Nevertheless, political or economic crises may motivate large-scale acquisitions 

or sales of cryptocurrencies either globally or locally. Large-scale sales of cryptocurrencies would 

result in a reduction in their market prices and adversely affect the Earth Renew’s operations and 

profitability. 

 

Further Development and Acceptance of the Cryptographic and Algorithmic Protocols 

The use of cryptocurrencies to, among other things, buy and sell goods and services and complete 

other transactions, is part of a new and rapidly evolving industry that employs digital assets based upon 

a computer-generated mathematical and/or cryptographic protocol. The growth of this industry in 

general, and the use of cryptocurrencies in particular, is subject to a high degree of uncertainty, and the 

slowing or stopping of the development or acceptance of developing protocols may adversely affect 

the Earth Renew’s operations. The factors affecting the further development of the industry, include, 

but are not limited to the following: 

 continued worldwide growth in the adoption and use of cryptocurrencies; 

 governmental and quasi-governmental regulation of cryptocurrencies and their use, or 

restrictions on or regulation of access to and operation of the network or similar cryptocurrency 

systems; 

 changes in consumer demographics and public tastes and preferences; 

 the maintenance and development of the open-source software protocol of the network; 

 the availability and popularity of other forms or methods of buying and selling goods and 

services, including new means of using fiat currencies; 

 general economic conditions and the regulatory environment relating to digital assets; and 

 negative consumer sentiment and perception of cryptocurrencies. 

Acceptance of Cryptocurrency is Uncertain 

Currently, there is relatively small use of cryptocurrencies in the retail and commercial marketplace in 

comparison to relatively large use by speculators, thus contributing to price volatility that could 

adversely affect the Earth Renew’s operations, investment strategies, and profitability. 

As relatively new products and technologies, cryptocurrencies have not been widely adopted as a 

means of payment for goods and services by major retail and commercial outlets. Conversely, a 

significant portion of cryptocurrency demand is generated by speculators and investors seeking to 

profit from the short-term or long-term holding of cryptocurrencies. The relative lack of acceptance of 

cryptocurrencies in the retail and commercial marketplace limits the ability of end-users to use them to 

pay for goods and services. A lack of expansion by cryptocurrencies into retail and commercial 

markets, or a contraction of such use, may result in increased volatility or a reduction in their market 

prices, either of which could adversely impact the Earth Renew’s operations, investment strategies, and 

profitability. 

 

Risk of Loss, Theft or Destruction of Cryptocurrencies 

There is a risk that some or all of the Earth Renew’s cryptocurrencies could be lost, stolen or 

destroyed. If the Earth Renew’s cryptocurrencies are lost, stolen or destroyed under circumstances 

rendering a party liable to the Earth Renew, the responsible party may not have the financial resources 

sufficient to satisfy the Earth Renew’s claim.  
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Irrevocability of Transactions 

Bitcoin and most other cryptocurrency transactions are irrevocable and stolen or incorrectly transferred 

cryptocurrencies may be irretrievable. Such transactions are not reversible without the consent and 

active participation of the recipient of the transaction. Once a transaction has been verified and 

recorded in a block that is added to the Blockchain, an incorrect transfer of cryptocurrencies or a theft 

of cryptocurrencies generally will not be reversible and the Earth Renew may not be capable of 

seeking compensation for any such transfer or theft. To the extent that the Earth Renew is unable to 

seek a corrective transaction with the third party or is incapable of identifying the third party that has 

received the Earth Renew’s cryptocurrencies through error or theft, the Earth Renew will be unable to 

revert or otherwise recover incorrectly transferred cryptocurrencies. The Earth Renew will also be 

unable to convert or recover cryptocurrencies transferred to uncontrolled accounts. 

 

Further Development and Acceptance of the Bitcoin Network 

The further development and acceptance of the Bitcoin Network and other cryptographic and 

algorithmic protocols governing the issuance of transactions in Bitcoins and other digital currencies, 

which represent a new and rapidly changing industry, are subject to a variety of factors that are 

difficult to evaluate. The slowing or stopping of the development or acceptance of the Bitcoin Network 

may adversely affect the value of Bitcoin. 

 

The use of digital currencies, such as Bitcoins, to, among other things, buy and sell goods and services, 

is part of a new and rapidly evolving industry that employs digital assets based upon a computer 

generated mathematical and/or cryptographic protocol. Bitcoin is a prominent, but not a unique, part of 

this industry. The growth of this industry in general, and the Bitcoin Network in particular, is subject to 

a high degree of uncertainty. The factors affecting the further development of this industry, include, 

but are not limited to the following: 

 continued worldwide growth in the adoption and use of Bitcoins and other digital currencies; 

 government and quasi-government regulation of Bitcoins and other digital assets and their use,or 

restrictions on, or regulation of, access to and operation of the Bitcoin Network or similar digital 

asset systems; 

 changes in consumer demographics and public tastes and preferences; 

 the maintenance and development of the open-source software protocol of the Bitcoin Network 

or similar digital asset systems; 

 the availability and popularity of other forms or methods of buying and selling goods and 

services, including new means of using fiat currencies; 

 general economic conditions and the regulatory environment relating to digital assets; and 

 negative consumer perception of Bitcoins specifically and cryptocurrencies generally. 

Potential Failure to Maintain the Bitcoin Network 

The Bitcoin Network operates based on an open-source protocol maintained by the core developers of 

the Bitcoin Network and other contributors, largely on the GitHub resource section dedicated to 

Bitcoin development. As the Bitcoin Network protocol is not sold and its use does not generate 

revenues for its development team, the core developers are generally not compensated for maintaining 

and updating the Bitcoin Network protocol. Consequently, there is a lack of financial incentive for 

developers to maintain or develop the Bitcoin Network and the core developers may lack the resources 

to adequately address emerging issues with the Bitcoin Network protocol. Although the Bitcoin 

Network is currently supported by the core developers, there can be no guarantee that such support will 
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continue or be sufficient in the future. To the extent that material issues arise with the Bitcoin Network 

protocol and the core developers and open-source contributors are unable to address the issues 

adequately or in a timely manner, the Bitcoin Network and an investment in the Common Shares may 

be adversely affected. 

 

Potential Manipulation of Blockchain 

If a malicious actor or botnet (a volunteer or hacked collection of computers controlled by networked 

software coordinating the actions of the computers) obtains control of more than 50% of the processing 

power dedicated to mining on the Bitcoin Network, it may be able to alter or manipulate the 

Blockchain on which the Bitcoin Network and most Bitcoin transactions rely by constructing 

fraudulent blocks or preventing certain transactions from completing in a timely manner, or at all. The 

malicious actor or botnet could control, exclude or modify the ordering of transactions, though it could 

not generate new Bitcoins or transactions using such control. The malicious actor could “double-

spend” its own Bitcoins (i.e., spend the same Bitcoins in more than one transaction) and prevent the 

confirmation of other users’ transactions for so long as it maintained control. To the extent that such 

malicious actor or botnet did not yield its control of the processing power on the Bitcoin Network or 

the Bitcoin community did not reject the fraudulent blocks as malicious, reversing any changes made 

to the Blockchain may not be possible. To the extent that the Bitcoin ecosystem, including the core 

developers and the administrators of mining pools, do not act to ensure greater decentralization of 

Bitcoin mining processing power, the feasibility of a malicious actor obtaining control of the 

processing power on the Bitcoin Network will increase. 

 

Risk of Security Breaches 

Security breaches, computer malware and computer hacking attacks have been a prevalent concern in 

the Bitcoin and other cryptocurrency exchange market since the launch of the Bitcoin Network. Any 

security breach caused by hacking, which involves efforts to gain unauthorized access to information 

or systems, or to cause intentional malfunctions or loss or corruption of data, software, hardware or 

other computer equipment, and the inadvertent transmission of computer viruses, could harm the Earth 

Renew’s business operations or result in loss of the Earth Renew’s assets. Any breach of the Earth 

Renew’s infrastructure could result in damage to the Earth Renew’s reputation and reduce demand for 

the Common Shares, resulting in a reduction in the price of the Common Shares. Furthermore, the 

Earth Renew believes that if its assets grow, it may become a more appealing target for security 

threats, such as hackers and malware. 

 

Any security procedures implemented cannot guarantee the prevention of any loss due to a security 

breach, software defect or act of God that may be borne by the Earth Renew. The security procedures 

and operational infrastructure of the Earth Renew may be breached due to the actions of outside 

parties, error or malfeasance of an employee of the Earth Renew or otherwise, and, as a result, an 

unauthorized party may obtain access to the Earth Renew’s Bitcoin account, private keys, data or 

cryptocurrencies. Additionally, outside parties may attempt to fraudulently induce employees of the 

Earth Renew to disclose sensitive information in order to gain access to the Earth Renew’s 

infrastructure. As the techniques used to obtain unauthorized access, disable or degrade service, or 

sabotage systems change frequently, or may be designed to remain dormant until a predetermined 

event, and often are not recognized until launched against a target, the Earth Renew may be unable to 

anticipate these techniques or implement adequate preventative measures. If an actual or perceived 

breach of one of the Earth Renew’s accounts occurs, the market perception of the effectiveness of the 

Earth Renew could be harmed. 

 

Fluctuations in the Market Price of Bitcoins and Other Cryptocurrencies 

The value of the Common Shares relates partially to the value of the cryptocurrencies held directly or 

indirectly by the Earth Renew, and fluctuations in the price of Bitcoins and other cryptocurrencies 
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could materially and adversely affect an investment in the Common Shares. Several factors may affect 

the price of cryptocurrencies, including: the total number of cryptocurrencies in existence; global 

cryptocurrency demand; global cryptocurrency supply; investors’ expectations with respect to the rate 

of inflation of fiat currencies; investors’ expectations with respect to the rate of deflation of 

cryptocurrencies; interest rates; currency exchange rates, including the rates at which cryptocurrencies 

may be exchanged for fiat currencies; fiat currency withdrawal and deposit policies of cryptocurrency 

exchanges and liquidity of such cryptocurrency exchanges; interruptions in service from or failures of 

major cryptocurrency exchanges; Cyber theft of cryptocurrencies from online wallet providers, or 

news of such theft from such providers or from individuals’ wallets; investment and trading activities 

of large investors; monetary policies of governments, trade restrictions, currency devaluations and 

revaluations; regulatory measures, if any, that restrict the use of cryptocurrencies as a form of payment 

or the purchase of cryptocurrencies; the availability and popularity of businesses that provide 

cryptocurrency and blockchain-related services; the maintenance and development of the open-source 

software protocol of the Bitcoin Network; increased competition from other forms of cryptocurrency 

or payments services; global or regional political, economic or financial events and situations; 

expectations among cryptocurrency economy participants that the value of cryptocurrencies will soon 

change; and fees associated with processing a cryptocurrency transaction. 

 

Bitcoin and other cryptocurrencies have historically experienced significant intraday and long-term 

price volatility. If cryptocurrency markets continue to be subject to sharp fluctuations, shareholders 

may experience losses if they need to sell their Common Shares at a time when the price of 

cryptocurrencies is lower than it was when they purchased their Common Shares. In addition, investors 

should be aware that there is no assurance that cryptocurrencies will maintain their long term value in 

terms of future purchasing power or that the acceptance of cryptocurrency payments by mainstream 

retail merchants and commercial businesses will continue to grow.  

 

Response to Changing Security Needs 

As technological change occurs, the security threats to the Earth Renew’s cryptocurrencies will likely 

adapt and previously unknown threats may emerge. The Earth Renew’s ability to adopt technology in 

response to changing security needs or trends may pose a challenge to the safekeeping of the Earth 

Renew’s cryptocurrencies. To the extent that the Earth Renew is unable to identify and mitigate or stop 

new security threats, the Earth Renew’s cryptocurrencies may be subject to theft, loss, destruction or 

other attack. 

 

Market Adoption 

Currently, there is relatively small use of cryptocurrencies in the retail and commercial marketplace in 

comparison to relatively large use by speculators, thus contributing to price volatility that could 

adversely affect an investment in the Common Shares. Cryptocurrencies have only recently become 

accepted as a means of payment for goods and services by certain major retail and commercial outlets, 

and use of cryptocurrencies by consumers to pay such retail and commercial outlets remains limited. 

Conversely, a significant portion of cryptocurrencies demand is generated by speculators and investors 

seeking to profit from the short- or long-term holding of cryptocurrencies. A lack of expansion by 

cryptocurrencies into the retail and commercial markets, or a contraction of such use, may result in 

increased volatility or a reduction in the market price of cryptocurrencies. Further, if fees increase for 

recording transactions in the applicable Blockchain, demand for cryptocurrencies may be reduced and 

prevent the expansion of the network to retail merchants and commercial businesses, resulting in a 

reduction in the price of cryptocurrencies. 

 

Miners may Cease Operations 

If the award of Bitcoins or other cryptocurrencies for solving blocks and transaction fees for recording 

transactions are not sufficiently high to incentivize miners, miners may cease expending processing 
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power to solve blocks and confirmations of transactions on the Bitcoin Blockchain or other networks 

could be slowed. A reduction in the processing power expended by miners on the applicable 

blockchain network could increase the likelihood of a malicious actor or botnet obtaining control. 

 

Risks Related to Insurance 

The Earth Renew intends to insure its operations in accordance with technology industry practice. 

However, given the novelty of cryptocurrency mining and associated businesses, such insurance may 

not be available, may be uneconomical for the Earth Renew, or the nature or level may be insufficient 

to provide adequate insurance cover. The occurrence of an event that is not covered or fully covered by 

insurance could have a material adverse effect on the Earth Renew. 

 

Cyber Security Risk 

Cyber incidents can result from deliberate attacks or unintentional events, and may arise from internal 

sources (e.g., employees, contractors, service providers, suppliers and operational risks) or external 

sources (e.g., nation states, terrorists, hacktivists, competitors and acts of nature). Cyber incidents 

include, but are not limited to, unauthorized access to information systems and data (e.g., through 

hacking or malicious software) for purposes of misappropriating or corrupting data or causing 

operational disruption. Cyber incidents also may be caused in a manner that does not require 

unauthorized access, such as causing denial-of-service attacks on websites (e.g., efforts to make 

network services unavailable to intended users). 

 

A cyber incident that affects the Earth Renew or its service providers might cause disruptions and 

adversely affect their respective business operations and might also result in violations of applicable 

law (e.g., personal information protection laws), each of which might result in potentially significant 

financial losses and liabilities, regulatory fines and penalties, reputational harm, and reimbursement 

and other compensation costs. In addition, substantial costs might be incurred to investigate, remediate 

and prevent cyber incidents. 
 
Electricity Generation 

Changes in the Price of Electricity 

A portion of the Earth Renew’s revenues will be tied, either directly or indirectly, to the market price 

for electricity. Market electricity prices are impacted by a number of factors including: the strength of 

the economy, the available transmission capacity, the price of fuel that is used to generate electricity 

(and, accordingly, certain of the factors that affect the price of fuel described below); the management 

of generation and the amount of excess generating capacity relative to load in a particular market; the 

cost of controlling emissions of pollution, including the cost of carbon; the structure of the particular 

market; and weather conditions that impact electrical load. As a result, Empower cannot accurately 

predict future electricity prices and electricity price volatility could have a material adverse effect on 

the Earth Renew.  

 

Regulatory Risk 

The regulatory framework under which power generation is governed is impacted by significant shifts 

in government policy and changes in government, which creates uncertainty about public policy 

priorities and directions, particularly around electricity and environmental issues. The regulations that 

govern the competitive wholesale and retail electricity markets in Alberta continue to evolve and the 

extent to which the government of Alberta may participate in, and make adjustments to, the regulations 

cannot be foreseen.  
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Third Party Transmission Systems 

The Strathmore Plant relies on a regional transmission system and related facilities that are owned and 

operated by third parties and have both regulatory and physical constraints that could impede the Earth 

Renew’s access to electricity markets. Earth Renew’s power generation facilities depend on electric 

transmission systems and related facilities owned and operated by third parties to deliver the electricity 

that is generated to delivery points where ownership changes. These grids operate with both regulatory 

and physical constraints which in certain circumstances may impede access to electricity markets. 

There may be instances in system emergencies in which power generation facilities are physically 

disconnected from the power grid, or production curtailed, for short periods of time.  In addition, the 

Earth Renew’s power generation facilities in the future may not be able to secure access to this 

interconnection or transmission capacity at reasonable prices, in a timely fashion or at all, which could 

then cause delays and additional costs in attempting to negotiate or renegotiate applicable power 

purchase agreements. Any such increased costs and delays could delay the commercial operation dates 

of any new projects and negatively impact the Earth Renew’s revenues and financial condition. 
 

Organic Fertilizer Production 

Limited Operating History 

Earth Renew commenced commercial operations at its Strathmore Plant in April 2008. Future growth 

plans involve expansion in the United States or Europe where Earth Renew has not developed a plant or 

produced fertilizer. Accordingly, the Earth Renew will have a relatively limited operating history from 

which an investor can evaluate its business and prospects. Earth Renew has generated net losses and 

negative cash flow from operations since the commencement of operations and the Earth Renew is 

expected to incur net losses and negative cash flow from operations for a significant period of time 

following Closing as it expands its operations, re-launches organic fertilizer productions and applies 

for regulatory permits and approvals. 

Unproven Products and Unproven Markets 

Earth Renew’s fertilizer products are relatively new and are unproven in the marketplace. There are no 

assurances that the Earth Renew’s products will receive the broad market acceptance required for 

commercialization. Actual or perceived problems with quality control, performance or cost effectiveness 

of our products, including in relation to competition or alternative products, may lead to a lack of 

confidence and harm the Earth Renew’s ability to successfully commercialize its products. 

The market for Earth Renew’s products is undeveloped and development of such markets will require 

significant marketing efforts, working capital and increased sales and marketing staff. This may present 

difficulties due to limited resources as the price at which the Earth Renew may sell its products in 

commercial quantities has not yet been fully determined. The Earth Renew may be required to modify 

its growth strategy as a result of actual or anticipated competition, customer response, lack of 

resources, regulatory requirements or other reasons. Operating results and the price at which the Earth 

Renew will be able to sell its products and services will be highly dependent on the existence of a 

market for such products and overall farm receipts. 

Success in marketing and selling products will depend upon multiple factors, including: 

• the effectiveness of the products; 

• the ability of the Earth Renew to locate additional hosts and add sufficient manufacturing 

capacity at an acceptable cost and in compliance with regulatory requirements; 

• the ability to generate commercial sales of products; 
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• acceptance of products and services by target markets; 

• inherent development risks, such as fertilizer products not having the anticipated 

effectiveness; 

• preclusion or obsolescence resulting from a third party developing superior or equivalent 

products; 

• the ability to develop repeatable processes to manufacture our products in sufficient 

quantities; and 

• general economic conditions. 

If any of these factors cannot be overcome, the Earth Renew may not be able to introduce products to 

target markets in a timely or cost-effective manner, which could adversely affect future growth and 

results of operations. 

There can be no assurance that illustrative or indicative use information in respect of products contained 

in this prospectus will reflect actual use of our products by growers. In adopting our products, growers 

will adopt and use product in accordance with their own circumstances and desires, and may in 

particular stage the adoption of product over time, or blend or use our fertilizer with other fertilizers, 

which may affect the demand for products. 

Operating results and the price at which the Earth Renew can sell products will be dependent on 

demand for products. Demand for products will be affected by a number of factors including weather 

conditions, commodity prices, and government policies. It is likely that the price at which the Earth Renew 

sells its products will fluctuate if there are significant changes in the price and availability of other 

fertilizer products. 

Earth Renew’s technology has not yet been commercialized outside of the Strathmore Plant or in other 

industries. There can be no assurance that the Earth Renew will be able to commercialize this 

technology or that the Earth Renew will be able to enter into licensing, joint ventures or other 

arrangements to develop other applications for this technology at other locations. 

Product Price and Margin 

Operating results are and will be dependent upon product prices and margins, which are in turn 

dependent on demand for crop inputs. Demand for crop inputs can be affected by a number of factors 

including weather conditions, outlook for crop nutrient prices and farmer economics, governmental 

policies, access of our customers to credit, and build-up of inventories in distribution channels.  

Product price and margins are also significantly influenced by competitor actions that change overall 

industry production capacity, such as decisions to build or close production plants, changes in 

utilization rates and pricing decisions. 

Competition 

The fertilizer manufacturing and electricity generation industries in which we operate are highly 

competitive. Although Earth Renew does not produce the same products as traditional fertilizer 

producers, management of the Earth Renew anticipates that future sales, pricing and margins will be 

affected by the price and availability of traditional soil products such as nitrogen-based fertilizers, the 

price of which is highly dependent on inputs such as natural gas. If the price and availability of 

traditional fertilizer products is attractive, future sales, pricing and margins may suffer which could have 
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a material adverse effect on our business and financial condition. Competitors in the traditional fertilizer 

industry are larger and have better access to capital and resources than Earth Renew which could affect 

its ability to compete. A competitor or a new entrant could invent a technology or process that is superior 

to Earth Renew’s technology or process and this would have an adverse effect on its ability to compete. 

We will also compete for host manure sites and for an adequate supply of inputs. A failure to secure future 

host sites will have a material adverse effect on the growth prospects of the Earth Renew. 

Production Process 

Under Earth Renew’s manufacturing model, it has developed and established, and will continue to 

develop and establish, manufacturing processes and systems at the Strathmore Plant.  

Earth Renew’s manufacturing process is a highly automated and complex process that requires extreme 

precision and quality control throughout each production stage. The Strathmore Plant consists of 

multiple components, all of which must be run on an integrated and coordinated basis. There can be 

no assurance that each component will continuously operate as designed or expected or that the 

necessary levels of integration and co-ordination will continuously be achieved. Any difficulties 

encountered in our manufacturing process could adversely affect the ability to produce products, thereby 

affecting the Earth Renew’s ability to meet customer expectations, and may adversely affect the 

business and financial results. 

Intellectual Property 

Earth Renew relies on a combination of patents, trademarks, trade secrets, confidentiality agreements 

and other contractual restrictions on disclosure to protect ist intellectual property rights. Earth Renew 

also enters into confidentiality agreements with employees, consultants, hosts and other third parties, 

and control access to and distribution of confidential information. 

The Earth Renew’s success will depend in part on its ability to maintain or obtain and enforce patent and 

other intellectual property protection for processes, products and technology, to preserve trade secrets 

and to operate without infringing upon the proprietary rights of third parties. Setbacks or failures in 

these areas could negatively affect the Earth Renew’s ability to compete and materially and adversely 

affect business and financial condition. Earth Renew has obtained patents or filed patent applications in the 

United States, Canada and internationally and may, in the future, seek additional patents or file patent 

applications. Certain aspects of Earth Renew’s technology are currently protected as trade secrets, for which 

we may or may not file patent applications. 

There can be no assurance that Earth Renew’s patents or patent applications will be valid or will issue 

over prior art, or that patents will issue from the patent applications that have been filed or will be filed. 

Additionally, there can be no assurances that the scope of any claims granted in any patent will provide 

us with adequate protection for the processes used by us currently or in the future. The Earth Renew 

cannot be certain that the creators of Earth Renew’s technology were the first inventors of inventions 

and processes covered by patents and patent applications or that they were the first to file. Accordingly, 

there can be no assurance that Earth Renew’s patents will be valid or will afford the Earth Renew 

with protection against competitors with similar technology or processes. Despite efforts to protect 

proprietary rights, unauthorized parties may attempt to copy or otherwise obtain and use proprietary 

information. Monitoring unauthorized use of confidential information is difficult and there is no 

certainty that steps the Earth Renew take to prevent unauthorized use of patented products or 

confidential information will be effective. 
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The Earth Renew may deem it necessary or advisable to commence litigation to enforce our intellectual 

property rights. Others may claim that Earth Renew has infringed upon their intellectual property rights 

and commence litigation against the Earth Renew. The Earth Renew’s commercial success depends in 

part on its ability to operate without infringing the patents and other proprietary rights of third parties. 

Infringement proceedings relating to intellectual property are often lengthy, costly and time-consuming and 

their outcome is uncertain. Moreover, if competitors prepare and file patent applications to claim 

technology that is also claimed by Earth Renew, the Earth Renew may be forced to participate in 

interference proceedings to determine priority of invention. Litigation and participation in such proceedings 

could result in substantial costs and diversion of the efforts of the Earth Renew, even if the eventual 

outcome is favourable. Litigation could also subject the Earth Renew to significant liabilities to third 

parties, require disputed rights to be licensed from third parties or require the Earth Renew to cease using 

certain technology. If the Earth Renew becomes involved in any patent litigation, interference, opposition 

or other administrative proceedings, the Earth Renew will incur substantial expense and the efforts of 

technical and management personnel will be significantly diverted. As a result of such litigation or 

proceedings the Earth Renew could lose its proprietary position and be restricted or prevented from 

manufacturing products, incur significant damage awards, including punitive damages, or be required to 

seek third-party licenses that may not be available on commercially acceptable terms, if at all. In addition, 

the Earth Renew may lack the resources, whether financial or otherwise, to monitor, prosecute and 

enforce intellectual property rights.   

Host Industry Risks and Dependence on Hosts 

The Earth Renew’s operations will be exposed to the same industry risks faced by hosts it engages with 

for power generation and organic fertilizer production. These risks include the risk of diseases such as 

BSE, avian flu or hoof and mouth disease. New regulations resulting from these diseases may have a 

negative impact on hosts and, as a consequence, the Earth Renew’s operations. If any area in which the 

Earth Renew operates is affected by these diseases, plants may be shut down or substantially impeded 

in their operation which could have a material adverse effect on business and financial conditions. Risks 

faced by hosts do include those risks associated with cattle, dairy or poultry operations, as the case may 

be; including weather, pricing and availability of other inputs, product prices and all other matters 

affecting their commercial operation and viability. 

The Earth Renew will depend on hosts for the materials needed to manufacture organic matter fertilizers. 

It is expected that each plant will be dependent on a single host and the loss of any such host would result 

in a disruption in production from such plant. If this were to occur, it may be difficult to arrange a 

replacement supplier, because such plants cannot easily be physically relocated. Hosts may encounter 

problems in providing the Earth Renew with an adequate supply of the inputs required due to a variety 

of reasons, including failure to comply with applicable regulations and environmental factors. If hosts 

are unable to provide on a timely basis sufficient quantities of the inputs that are depended on to 

manufacture products or if delays or contractual or other difficulties in relationships with hosts are 

encountered then the manufacture of our products may be disrupted, which could have a materially 

adverse effect on operations, revenues and financial condition. The Earth Renew intends to enter into 

long term agreements with hosts; however there is no guarantee that such hosts will be able to meet their 

commitments under such agreements nor is there any assurance that  the Earth Renew will enter into a 

sufficient number of such long term agreements. It is anticipated that host agreements will provide for 

the delivery of specified amounts of input for such plants. These required specified amounts may not 

be sufficient to operate these plants at expected or full rates and the host may not be able to supply amounts 

in addition of the specified amounts. In these circumstances the Earth Renew may have to source 
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additional inputs to operate at expected levels and there is no assurance the Earth Renew will be able 

to find additional input supply. It is also expected that host agreements provide that in certain 

circumstances, including in unusually wet weather conditions, or, after an initial five year period in the case 

where the host is unable to operate at a profit and so reduces the number of cattle maintained at its site, 

the host is excused from its obligations to provide input to its plants. In addition, as plants will be located 

on property we will lease from various hosts, the Earth Renew may become liable for a failure by our 

hosts, or any other Person owning the real property upon which such plants are located, to comply with 

environmental laws and regulations. 

Dependence on Single Plant 

Earth Renew currently depends on a single plant to manufacture its product and generate revenue. 

All of the Earth Renew’s anticipated revenue for the foreseeable future will be derived from product 

and electricity that is produced at the Strathmore Plant. The Strathmore Plant is not operating at its 

base load production level. If the Strathmore Plant does not operate as planned, or does not reach its 

targeted base load production level, the Earth Renew may need to incur additional expense and spend 

additional time to increase production at that plant, which may temporarily reduce production 

levels and increase production costs.  

Volatility of Electricity and Natural Gas Prices 

The Earth Renew’s future revenue will be dependent on the market prices of electricity and natural 

gas. The market rates of electricity and natural gas may be affected by changes in regulations and 

government policy and in demand and capacity supply, including cyclical changes, as well as the 

overall economy. Electricity markets are subject to regulatory developments within the jurisdictions 

in which the Earth Renew operates (or intends to operate) or sell electricity and other external factors  

outside  our  control,  which  developments  or  factors  may  negatively  impact  electricity  markets,  

pricing, transmission development and investment. This volatility may have a material adverse effect on 

business and financial condition. 

To the extent that electricity prices do not increase in tandem with any future increases in natural gas 

prices the Earth Renew’s operating results will be adversely affected as it will not be able to sell the 

electricity produced by these plants at levels sufficient to offset a majority of the cost of the natural 

gas it will have to purchase to power such plants. 

Government Regulation 

The Earth Renew’s operations will be subject to a variety of federal, provincial, state and local laws, regulations, 

and guidelines, including laws and regulations relating to health and safety, manure management, production 

and sale of fertilizers, including for organic farming use, the conduct of operations, the protection of the 

environment, the operation of equipment used in operations, the sale of electricity and the transportation and 

the import and export of products. Earth Renew believes that it is currently in compliance with such laws and 

regulations. The Earth Renew intends to invest financial and managerial resources to ensure such compliance 

in the future. Although such expenditures historically have not been material, such laws or regulations are 

subject to change. Accordingly, it is impossible for us to predict the cost or impact of such laws and regulations 

on our future operations. 

Organic Approvals 

To sell Earth Renew’s fertilizer for use in certified organic crop production, the Earth Renew will be 

reliant on being approved for such use by various approval agencies in accordance with applicable 
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regulatory standards. Earth Renew’s products are currently approved for use in certified organic crop 

production in the U.S. and Canada. There can be no assurance that the Earth Renew will be able to 

obtain approval for use of our products for organic agriculture in, or export to, other countries, in 

particular in Europe.  

In the United States, Earth Renew products are approved for unrestricted use in certified organic crop 

production by the Washington State Department of Agriculture (WSDA). These approvals expire on 

an annual basis. An inability to renew this approval for use of our products in U.S. certified organic 

crop production would mean our product could not be sold in this sector and it could have a material 

adverse effect on business and operations. The loss or inability to renew, an approval to use these 

products in organic agriculture from an approval agency, or the loss of acceptance by any ACA of 

any of such products, or of the agencies that have approved these products for use, could have a material 

adverse effect on business and operations.  

Operating Risks and Insurance 

The Earth Renew’s operations will be subject to hazards inherent in the fertilizer manufacturing and 

sale and electrical generation industries, such as labour disruptions and unscheduled downtime, 

equipment defects, malfunctions and failures, loss of product in processing, and natural disasters, that 

can cause personal injury, loss of life, suspension of operations, damage to plants, business interruption 

and damage to or destruction of property, equipment and the environment. These risks could expose 

us to substantial liability for personal injury, wrongful death, property damage, pollution, and other 

environmental damages and the imposition of civil or criminal penalties. The frequency and severity of 

such incidents will affect operating costs, insurability and relationships with customers, employees and 

regulators. In the event of equipment defects, malfunctions or failures, there can be no assurance that 

supplier warranties will be effective to compensate us for any losses. 

The Earth Renew will continuously monitor its activities for quality control and safety. However, there 

are no assurances that safety procedures will always prevent the damages described above. Although 

the Earth Renew will maintain insurance coverage that it believes to be adequate and customary in the 

industries in which it operates, there are no assurances that such insurance will be adequate to cover all 

liabilities. In addition, there are no assurances that the Earth Renew will be able to maintain adequate 

insurance in the future at rates it considers reasonable and commercially justifiable. The occurrence 

of a significant uninsured claim, a claim in excess of the insurance coverage limits, or a claim at a 

time when the Earth Renew is not able to obtain liability insurance, could have a material adverse 

effect on its ability to conduct normal business operations. 

Defects in its products or failures in quality control could impair the Earth Renew’s ability to sell 

products or could result in product liability claims, litigation and other significant events with 

substantial additional costs. Detection of any significant defects in its products or failure in our 

quality control procedures may result in, among other things loss of sales and market acceptance of 

our products, diversion of development resources and injury to the Earth Renew’s reputation.  

The costs the Earth Renew may incur in correcting any product defects may be substantial. 

Additionally, errors, defects or other performance problems could result in financial or other damages 

to customers, which could result in litigation. Product liability litigation, even if unsuccessful, would 

be time consuming and costly to defend. The Earth Renew’s product liability insurance may not be 

adequate to cover claims. 
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Environmental and Regulatory Risk 

The Earth Renew’s operations are subject to environmental risks and regulatory compliance and there 

are no assurances that its plants will be in compliance with all regulatory requirements. New or 

amended environmental laws and regulations may require the Earth Renew to curtail or stop 

operations at one or more plants, or may require expenditures by us to install environmental control 

equipment or modify operations. Failure to comply could subject the Earth Renew to fines or 

penalties. 

There can be no assurances that the Earth Renew will not experience difficulties in its efforts to 

comply with such laws and regulations in future years, or that the costs associated with the Earth 

Renew’s continued compliance efforts will not have a material adverse effect on its business and 

financial condition. The ability to use its product in organic agriculture is a key component to the 

marketability of such product. Should any regulatory body prohibit organic matter fertilizers for use in 

organic agriculture it would materially adversely affect the marketability of the products of the Earth 

Renew. 

Inability to Adapt or Incorporate New Technological Processes 

The development and implementation of new technologies may result in a significant reduction in 

the costs of fertilizer production. Technological advances by other fertilizer producers in methods to 

convert minerals, green wastes, biosolids and manures into fertilizer could increase efficiency and 

decrease the cost of production, which could increase competition. In addition, the Earth Renew will 

rely on animal manure as an input to its process. The development of new technologies that utilize 

manure may increase competition for manure which could limit its access to manure and increase costs. 

The Earth Renew cannot predict when new technology may become available, the rate of 

acceptance of new technologies by its competitors or the costs associated with new technologies. It 

is also possible that the Earth Renew may not be able to incorporate new technological processes 

into its production process which could place us at a competitive disadvantage. 

Cross Contamination 

Although the Earth Renew’s high heat process of up to 1,000 Fahrenheit degrees destroys pathogens 

there is no assurance its product will not be associated with a pathogen outbreak due to cross 

contamination with other crop inputs. Although the Earth Renew attempts to restrict the use of its 

product with potentially risky inputs such as manures and composts, there can be no assurance that 

growers will not use its product in combination with these inputs. Association with a pathogen outbreak 

could damage the Earth Renew’s reputation and cause it to become involved in costly and time-

consuming legal or regulatory proceedings which would divert the attention of Management and key 

personnel from its business operations, which could adversely affect the business. 

Sales Cycle 

Earth Renew is affected by seasonality risk due to weather and the potential buying patterns of major 

customers. The Earth Renew’s revenue may therefor be affected by these buying patterns, notably a 

potential slowdown in sales over the winter and early spring. 

Personnel and Strategic Allies 

The successful operation of our business will depend upon the abilities, expertise, judgment, discretion, 

integrity and good faith of our Management, executive officers, general managers, employees, 

consultants and strategic allies. In addition, our ability to expand will depend upon our ability to attract 
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qualified personnel as needed, including marketing, sales and operational personnel. The demand for 

skilled employees is high, and the supply can be limited, particularly in the Alberta market. The 

unexpected loss of our key personnel or strategic partners, or the inability to retain or recruit skilled 

personnel could have a material adverse effect on our business and financial condition. 

Marketing and Distribution Expertise 

Achieving market success will require substantial marketing efforts and the expenditure of funds to 

inform potential customers of the distinctive benefits and characteristics of our fertilizer. The Earth 

Renew’s long term success will depend on its ability to expand current marketing capabilities. The 

Earth Renew will, among other things, need to attract and retain experienced marketing and sales 

personnel. No assurance can be given that the Earth Renew will be able to attract and retain such 

personnel or that any efforts undertaken by such personnel will be successful. 

Weather and Climate 

Adverse weather conditions represent a very significant operating risk affecting potential hosts and 

customers for products. Weather conditions affect the types of crops grown, the quality and quantity of 

production and the levels of farm inputs which, in turn, will affect demand for our products. Adverse 

weather conditions, such as drought or excessive rains, can result in both reduced production of the 

inputs we need to manufacture products by our hosts, reduced crop production by customers for 

products and increased costs to operate plants. During the winter and wet seasons the Earth Renew 

expects the amount of inputs produced by hosts to decline. A reduction in the production of the inputs 

needed to manufacture our products or crop input sales because of adverse weather conditions could 

have a material adverse effect on operating results and financial condition. 

Management Estimates and Assumptions 

A number of matters set forth in this Filing Statement including, without limitation, engineering matters, 

energy efficiency, product performance and costs are based on certain assumptions and estimates made 

by management. These estimates and assumptions may prove to be inaccurate 

Litigation Risks 

The Earth Renew may become involved in, named as a party to, or the subject of, various legal proceedings, 

including contract disputes, regulatory proceedings, tax proceedings and legal actions relating to 

intellectual property, product liability, personal injuries, property damage, property taxes, land rights, and 

the environment. The outcome with respect to outstanding, pending or future proceedings cannot be 

predicted with certainty and may be determined adversely to the Earth Renew and as a result, could have 

a material adverse effect on its assets, liabilities, business, financial condition and results of operations. 

Even if the Earth Renew prevails in any such legal proceeding, the proceedings could be costly and time-

consuming and would divert the attention of Management and key personnel from business operations, 

which could adversely affect its financial condition.  

Credit Risk 

A substantial portion of the Earth Renew’s accounts receivable will be with customers involved in the 

agricultural industry whose revenues may be impacted by fluctuations in commodity prices and all 

other factors affecting the economics of the agricultural industry. Collection of these receivables could 

be influenced by economic factors affecting the agricultural industry as a whole. 
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Foreign Exchange and Interest Rates 

The Earth Renew will incur costs in United States dollars, particularly in relation to equipment and parts 

purchased from the United States. Accordingly, the Earth Renew is subject to risk from fluctuations in 

the rates of currency exchange between the United States dollar and Canadian dollar, and such 

fluctuations may materially affect its business and financial condition. As a portion of sales are 

projected to be made in U.S. dollars, currency fluctuations may adversely affect revenues of the Earth 

Renew as well. 

Catastrophic Event Risk 

Earth Renew’s operations are exposed to potential damage, including partial or full loss, resulting 

from disasters such as an earthquake, hurricane, fire, explosion, flood, severe storm, terrorist attack or 

other comparable events. Both the Strathmore Plant and plants owned by hosts could be exposed to 

effects of severe weather conditions, natural disasters and potentially catastrophic events such as a 

major accident or incident at our plants. A pandemic or an assault or an action of malicious destruction, 

sabotage or terrorism committed at our plants or with respect to our fertilizer could also disrupt our 

ability to produce and sell fertilizer. The occurrence of a significant event that disrupts the ability of 

our plants to produce fertilizer for an extended period could have a material adverse effect on our 

business, financial condition and results of operations. 

General Business and Market Risks 
 

Key Personnel 

The senior officers of the Earth Renew will be critical to its success. In the event of the departure of a 

senior officer, the Earth Renew believes that it will be successful in attracting and retaining qualified 

successors but there can be no assurance of such success. Recruiting qualified personnel as the Earth 

Renew grows is critical to its success. As the Earth Renew’s business activity grows, it will require 

additional key financial, administrative and technical personnel as well as additional operations staff. If 

the Earth Renew is not successful in attracting and training qualified personnel, the efficiency of its 

operations could be affected, which could have an adverse impact on future cash flows, earnings, results 

of operations and the financial condition of the Earth Renew. 

Conflicts of Interest 

Directors and officers of the Earth Renew are or may become directors or officers of other reporting 

companies or have significant shareholdings in other mineral resource companies and, to the extent that 

such other companies may participate in ventures in which the Earth Renew may participate, the directors 

and officers of the Earth Renew may have a conflict of interest in negotiating and concluding terms 

respecting the extent of such participation. The Earth Renew and its directors and officers will attempt 

to minimize such conflicts. In the event that such a conflict of interest arises at a meeting of the directors 

of the Earth Renew, a director who has such a conflict will abstain from voting for or against the approval 

of such participation or such terms. In appropriate cases, the Earth Renew will establish a special 

committee of independent directors to review a matter in which one or more directors, or officers, may 

have a conflict. In determining whether or not the Earth Renew will participate in a particular program 

and the interest therein to be acquired by it, the directors will primarily consider the potential benefits to 

the Earth Renew, the degree of risk to which the Earth Renew may be exposed and its financial position 

at that time. Other than as indicated, the Earth Renew has no other procedures or mechanisms to deal 

with conflicts of interest. 



  

  

00269211-9 223 

Additional Financing 

The Earth Renew will require additional financing in order to make further investments or take 

advantage of future opportunities and to grow its business. The ability of the Earth Renew to arrange 

such financing in the future will depend in part upon prevailing capital market conditions, as well as 

upon the business success of the Earth Renew. There can be no assurance that the Earth Renew will be 

successful in its efforts to arrange additional financing on terms satisfactory to the Earth Renew. If 

additional financing is raised by the issuance of Common Shares or other forms of convertible 

securities from treasury, control of the Earth Renew may change and shareholders may suffer 

additional dilution. If adequate funds are not available, or are not available on acceptable terms, the 

Earth Renew may not be able to take advantage of opportunities, or otherwise respond to competitive 

pressures and remain in business.  If the Earth Renew is unable to generate such revenues or obtain 

such additional financing, any investment in the Earth Renew may be lost. In such event, the 

probability of resale of the securities of the Earth Renew would be diminished 

 

Profitability 

There is no assurance that the Earth Renew will earn profits in the future, or that profitability will be 

sustained. There is no assurance that future revenues will be sufficient to generate the funds required to 

continue the Earth Renew’s business development and marketing activities. If the Earth Renew does 

not have sufficient capital to fund its operations, it may be required to reduce its sales and marketing 

efforts or forego certain business opportunities. 

 

Management of Growth 

The Earth Renew may be subject to growth-related risks including capacity constraints and pressure on 

its internal systems and controls. The ability of the Earth Renew to manage growth effectively will 

require it to continue to implement and improve its operational and financial systems and to expand, 

train and manage its employee base. The inability of the Earth Renew to deal with this growth may 

have a material adverse effect on the Earth Renew’s business, financial condition, results of operations 

and prospects. 

 

Issuance of Debt 

From time to time, the Earth Renew may enter into transactions to acquire assets or the shares of other 

organizations or seek to obtain additional working capital. These transactions may be financed in 

whole or in part with debt, which may increase the Earth Renew’s debt levels above industry standards 

for companies of similar size. Depending on future plans, the Earth Renew may require additional 

equity and/or debt financing that may not be available or, if available, may not be available on 

favourable terms to the Earth Renew. Neither the Issuer’s nor Earth Renew’s constating documents 

limit the amount of indebtedness that may be incurred and it is not expected that the Earth Renew’s 

constating documents will contain such restrictions. As a result, the level of the Earth Renew’s 

indebtedness from time to time could impair its ability to operate or otherwise take advantage of 

business opportunities that may arise.  

 

Dilution 

The Earth Renew may make future acquisitions or enter into financings or other transactions involving 

the issuance of securities of the Earth Renew which may be dilutive to the holdings of existing 

shareholders. 

 

Price Volatility of Publicly Traded Securities 

In recent years, the securities markets in the United States and Canada have experienced a high level of 

price and volume volatility, and the market prices of securities of many companies have experienced 

wide fluctuations in price. There can be no assurance that continuing fluctuations in price will not 

occur. It may be anticipated that any quoted market for the Common Shares will be subject to market 
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trends generally, notwithstanding any potential success of the Earth Renew in creating revenues, cash 

flows or earnings. The value of the Common Shares will be affected by such volatility. A public 

trading market in the Common Shares having the desired characteristics of depth, liquidity and 

orderliness depends on the presence in the marketplace of willing buyers and sellers of Common 

Shares at any given time, which, in turn is dependent on the individual decisions of investors over 

which the Earth Renew has no control. There can be no assurance that an active trading market in 

securities of the Earth Renew will be established and sustained. The market price for the Earth 

Renew’s securities could be subject to wide fluctuations, which could have an adverse effect on the 

market price of the Earth Renew. The stock market has, from time to time, experienced extreme price 

and volume fluctuations, which have often been unrelated to the operating performance, net asset 

values or prospects of particular companies. If an active public market for the Common Shares does 

not develop, the liquidity of a shareholder’s investment may be limited and the share price may 

decline. 

 

Dividends 

Neither the Issuer nor Earth Renew has paid any dividends on its outstanding shares. Any payments of 

dividends on the Common Shares will be dependent upon the financial requirements of the Earth 

Renew to finance future growth, the financial condition of the Earth Renew and other factors which the 

Earth Renew’s board of directors may consider appropriate in the circumstance. It is unlikely that the 

Earth Renew will pay dividends in the immediate or foreseeable future.  

 

Transaction May Not Be Approved 

The completion of the Transaction is subject to the final acceptance of the Exchange which will be 

evidenced by the issuance of the Final Exchange Bulletin. There can be no assurance that all of the 

necessary approvals will be obtained. If the Transaction does not complete, the Issuer will continue to 

search for other opportunities, however, it will have incurred significant costs associated with the 

Transaction. In the event that the Transaction is not approved, the Issuer will remain listed on the 

NEX. 

 

Markets for Securities 

There can be no assurance that an active trading market in the Common Shares will be established and 

sustained following Closing. The market price for the Common Shares could be subject to wide 

fluctuations. Factors such as commodity prices, government regulation, the demand for platinum, 

interest rates, share price movements of the Earth Renew’s peer companies and competitors, as well as 

overall market movements, may have a significant impact on the market price of the securities of Earth 

Renew. 
 

General Economic Conditions May Adversely Affect the Earth Renew’s Growth 

The unprecedented events in global financial markets in the past several years have had a profound 

impact on the global economy in general and the mining industry in particular. Many industries 

continue to be negatively impacted by these market conditions. A continued or worsened slowdown in 

the financial markets or other economic conditions, including but not limited to, consumer spending, 

employment rates, business conditions, inflation, fuel and energy costs, consumer debt levels, lack of 

available credit, the state of the financial markets, interest rates, tax rates may adversely affect the 

Resulting Issuer. 

 

Significant Accounting Policies 

The Company’s significant accounting policies can be found in Note 2 of its annual financial statements 

for the twelve months ended December 31, 2017, 2016 and 2015. 
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New and Future Accounting Pronouncements  

Certain pronouncements were issued by the IASB or the IFRIC that are mandatory for accounting 

periods on or after January 1, 2017 or later periods.  Many are not applicable or do not have a significant 

impact to the Company and have been excluded.  

IFRS 9 – Financial Instruments (“IFRS 9”) was issued by the IASB in November 2009 with additions in 

October 2010 and May 2013 and will replace IAS 39 Financial Instruments: Recognition and 

Measurement (“IAS 39”).  IFRS 9 uses a single approach to determine whether a financial asset is 

measured at amortized cost or fair value, replacing the multiple rules in IAS 39.  The approach in IFRS 

9 is based on how an entity manages its financial instruments in the context of its business model and 

the contractual cash flow characteristics of the financial assets.  Most of the requirements in IAS 39 for 

classification and measurement of financial liabilities were carried forward unchanged to IFRS 9, except 

that an entity choosing to measure a financial liability at fair value will present the portion of any change 

in its fair value due to changes in the entity’s own credit risk in other comprehensive income, rather than 

within profit or loss.  The new standard also requires a single impairment method to be used, replacing 

the multiple impairment methods in IAS 39.  IFRS 9 is effective for annual periods beginning on or after 

January 1, 2018.  Earlier adoption is permitted.  The Company has not yet considered the potential impact 

of the adoption of IFRS 9. 

IFRS 15 - Revenue from Contracts with Customers ("IFRS 15") addresses how and when entities 

recognize revenue, as well as requires more detailed and relevant disclosures.  IFRS 15 supersedes IAS 

11 Construction Contracts, IAS 18 Revenue, IFRIC 13 Customer Loyalty Programs, IFRIC 15 

Agreements for the Construction of Real Estate, IFRIC 18 Transfers of Assets from Customers and SIC-

31 Revenue - Barter Transactions Involving Advertising Services.  The Section provides a single, 

principles based five-step model to be applied to all contracts with customers, with certain exceptions. 

The standard is effective for annual periods beginning on or after January 1, 2018. Earlier application is 

permitted.  The Company has not yet considered the potential impact of the adoption of IFRS 15 on its 

financial reporting. 

IFRS 16 – Leases (‘IFRS 16”) replaces IAS 17, Leases (“IAS 17”).  The new model requires the 

recognition of almost all lease contracts on a lessee’s statement of financial position as a lease liability 

reflecting future lease payments and a ‘right-of-use asset’ with exceptions for certain short-term leases 

and leases of low-value assets.  In addition, the lease payments are required to be presented on the 

statement of cash flow within operating and financing activities for the interest and principal portions, 

respectively.  IFRS 16 is effective for annual periods beginning on or after January 1, 2019, with early 

adoption permitted if IFRS 15, Revenue from Contracts with Customers, is also applied.  The Company 

is still evaluating the impact of the adoption of IFRS 16.  

Critical Accounting Estimates 

The preparation of the Company’s Financial Statements in conformity with IFRS requires management 

to make estimates and assumptions that affect the reported amounts of assets and liabilities and 

disclosure of contingent assets and liabilities at the date of the Financial Statements and reported 

amounts of revenues and expenses during the reported period.  Such estimates and assumptions affect 

the carrying value of assets and impact estimates for asset retirement obligations and reclamation costs.  

Other significant estimates made by the Company include factors affecting valuations of stock based 

compensation and the valuation of income tax accounts.  The Company regularly reviews its estimates 

and assumptions, however, actual results could differ from these estimates and these differences could 

be material. 
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2292055 ONTARIO LTD. 

MANAGEMENT’S DISCUSSION AND ANALYSIS 

FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2015 
(Containing information through July 5, 2018 unless otherwise noted) 

 

Background 

This Management’s Discussion and Analysis (“MD&A”) has been prepared based on information 

available to 2292055 Ontario Ltd. (“we”, “our”, “us”, “Earth Renew” or the “Company”) as of July 5, 

2018 unless otherwise noted. The MD&A provides a detailed analysis of the Company’s operations 

and compares its financial results with those of the previous periods and should be read in conjunction 

with our audited annual financial statements for the twelve months ended December 31, 2017, 2016 

and 2015 and MD&A as at and for the twelve months ended December 31, 2015. The financial 

statements and related notes of Earth Renew have been prepared in accordance with International 

Financial Reporting Standards (“IFRS”) and do not reflect the adjustments that would be necessary 

should the Company be unable to continue as a going concern and therefore be required to realize its 

assets and liquidate its liabilities and commitments in other than the normal course of business and at 

amounts different from those in the accompanying financial statements.  

 

Please refer to the notes of the December 31, 2017, 2016 and 2015 annual financial statements for 

disclosure of the Company’s significant accounting policies.  Unless otherwise noted, all references to 

currency in this MD&A refer to Canadian dollars.   

 

Additional information relating to the Company can be found on the Earth Renew website at 

www.earth renew.ca. 

 

Cautionary Statement Regarding Forward Looking Information 

Except for statements of historical fact relating to Earth Renew, certain information contained herein 

constitutes forward-looking information under Canadian securities legislation.  Forward-looking 

information includes, without limitation, statements with respect to power generation and fertilizer 

aspect: the anticipated benefits of the products; the production rate of our Strathmore Plant; the energy 

efficiency and net energy costs of our Strathmore Plant; future production; the supply and demand for 

organic matter fertilizers in agriculture and other industries; emissions reductions and credits from 

various activities; the development of markets for our organic matter fertilizer and the demand for 

organic matter fertilizer; anticipated availability and sources of future financing; the commercialization 

of additional applications of  Earth Renew’s technology; growth expectations and plans; the ability to 

enter into additional Host agreements; the ability to hire and retain sufficient personnel; operating costs 

at the Strathmore Plant; and results of trials of products.  With respect to forward-looking statements 

contained in this MD&A, we have made assumptions regarding, among other things: future prices of 

fertilizer and soil products; future prices of natural gas and electricity; the actual and expected results 

of manufacturing activities; organic waste composition including qualities and quantities; market 

acceptance of our products; ability to obtain equipment from suppliers; ability to obtain additional 

financing on satisfactory terms; ability to obtain and enforce our intellectual property rights; ability to 

obtain qualified staff and equipment in a timely and cost-efficient manner; the regulatory framework 

governing our operations and environmental matters in the jurisdictions in which Earth Renew 

conducts and will conduct its business; future production levels; operating costs associated with the 

operation of Earth Renew’s plants; future capital expenditures to be made by Earth Renew; products 

will perform as indicated in research trials; ability to execute our growth plans; ability to enter into 

additional Host agreements; ability to quantify and verify emissions reductions and credits within 

established emissions credit regimes; ability to obtain required permits, grid access and power purchase 
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arrangements for our second generation plants; ability to obtain organic inputs for our plants; the operation 

of our second generation plants, including in respect of matters referenced elsewhere in this prospectus; and 

the operation of our Strathmore Plant. The words “anticipates”, ‘‘plans’’, ‘‘expects’’, “indicative”, 

“intend”, ‘‘scheduled’’, “timeline”, ‘‘estimates’’, ‘‘forecasts”, “guidance”, “opportunity”, “outlook”, 

“potential”, “projected”, “schedule”, “seek”, “strategy”, “study” (including, without limitation, as may 

be qualified by “feasibility” and “pre-feasibility”), “targets”, “models”, or ‘‘believes’’, or variations of 

or similar such words and phrases or statements that certain actions, events or results ‘‘may’’, ‘‘could’’, 

‘‘would’’, or ‘‘should’’, ‘‘might’’, or ‘‘will be taken’’, ‘‘occur’’ or ‘‘be achieved’’ and similar 

expressions identify forward-looking information.  Forward-looking information is necessarily based 

upon a number of estimates and assumptions that, while considered reasonable by Earth Renew and its 

external professional advisors as of the date of such statements, are inherently subject to significant 

business, economic and competitive uncertainties and contingencies. There can be no assurance that 

forward-looking statements will prove to be accurate, as actual results and future events could differ 

materially from those anticipated in such statements.   

Forward-looking information is provided for the purpose of providing information about 

management’s expectations and plans relating to the future.  All of the forward-looking statements 

made in this MD&A are qualified by these cautionary statements and those made in the ‘‘Risk 

Factors’’ section of this MD&A.  These factors are not intended to represent a complete list of the 

factors that could affect Earth Renew. Earth Renew disclaims any intention or obligation to update or 

revise any forward-looking information or to explain any material difference between subsequent 

actual events and such forward-looking information, except to the extent required by applicable law. 

 

Overview of the Company 

 

Earth Renew is a sustainable power-generation company.  The waste heat from the power generation is 

used to process and deliver nutrient-rich, slow-release pelleted organic fertilizers.  Earth Renew’s 

competitive advantage rests in its unique ability to convert natural gas to electricity from an industrial-

sized gas turbine and in so doing capture waste heat exhaust to dry manure feedstock to make organic 

fertilizer.  Earth Renew has a commercial scale power generation and organic fertilizer plant in 

Strathmore, Alberta known as the Strathmore Plant that is located on a 25,000 head cattle feedlot.  

The Strathmore Plant has the capacity to generate approximately four MWh of electricity per hour. In 

May 2018, Earth Renew re-commenced its electricity generation operations at the Strathmore Plant. 

Earth Renew intends to use the generated electricity itself during the first phase of the re-start of the 

Strathmore Plant to power a cryptocurrency mining facility. Based on the energy use specifications of 

the mining rigs, Earth Renew expects to have available about 2.5 MWh of the currently installed 

electricity generation capacity of the Strathmore Plant to power the cryptocurrency mining operations. 

A portion of the proceeds from the Private Placement are intended to be used to fund the purchase of 

the cryptocurrency mining rigs and to retrofit a portion of the Strathmore Plant as a cryptocurrency 

mining facility. 

 

As a second phase of the re-start of the Strathmore Plant, Earth Renew intends to use a portion of the 

proceeds from the Private Placement to complete engineering work necessary to restart organic 

fertilizer production. In the future, Earth Renew expects to use about 1.5MWh of the 4.0 MWh 

generated by the Strathmore Plant to power the fertilizer production equipment and controls to produce 

pelleted organic fertilizers. The Strathmore Plant (first commissioned in 2008), was proven capable of 

producing sellable organic fertilizers.  Earth Renew intends to upgrade the existing facility to address 

past design and process limitations and has engaged a team of engineers, construction and supply chain 

management to recommission the organic fertilizer production component. 
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The remainder of the electricity generated can be used for other purposes to generate additional 

revenue for Earth Renew. More specifically, this surplus electricity, which is already synchronized 

with the electrical grid system, can be used for other applications at the Strathmore Plant or sold to the 

electrical grid to meet price spikes occasioned by supply shortages and/or sudden surges in the demand 

for electricity. 

 

As explained below, Earth Renew intends to re-start the fertilizer production facility at the Strathmore 

Plant to produce as much as 60,000 tonnes of nutrient-rich, slow-release organic fertilizers annually for 

sale in the Mid-Western United States and Western Canada.  Earth Renew has executed an off-take 

agreement with Sun Country Organics pursuant to which substantially all the organic fertilizer 

produced by Earth Renew at the Strathmore Plant will be purchased by Sun Country Organics for 

wholesale and retail distribution.   

 

As a third phase of Earth Renew’s growth and expansion plans, management is working to identify and 

analyse possible locations in Europe and North America suitable for additional power generation and 

organic fertilizer production facilities such as the Strathmore Plant.  To that end, Earth Renew has 

entered into a Letter of Intent with a UK dairy operation to develop plans to build a second facility like 

the Strathmore Plant co-located with the dairy. 

 

Outlook 

Earth Renew is seeking to maximize the value of the power generation facilities by building on-site 

demand (including neighbour feedlot site).  To accomplish this objective, Earth Renew intends to: 

 Maximize the value of the electricity through consistent behind the fence load development.  

This includes direct connection into the neighbouring feedlot and developing cryptocurrency 

mining units. 

 Produce excess power on an opportunistic basis to capture periods of elevated pricing available 

over extended periods on the Alberta electricity grid. 

Milestones 

 Consider Expanding On-Site Power Generation Capacity.  Prepare expansion plan for on-site 

power generation to support expansion of internal and third-party cryptocurrency mining 

operations (decision expected to be made in July 2018). 

 Develop additional opportunities for consistent base load with on-site and neighbouring site 

clients (ongoing through the later half of 2018). 

 

Summary of Quarterly Results 

The following is a summary of the Company’s financial results for the eight most recently completed 

quarters: 
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Q4-2015 Q3-2015 Q2-2015 Q1-2015 Q4-2014 Q3-2014 Q2-2014 Q1-2014

31-Dec 30-Sep 30-Jun 31-Mar 31-Dec 30-Sep 30-Jun 31-Mar

2015 2015 2015 2015 2014 2014 2014 2014

Energy Sales $12,315 $36,743 $0 $14,656 $21,149 $206,021 $75,047 $100,187 

Net loss ($99,637) ($112,534) ($401,349) ($96,745) ($745,528) ($36,432) ($119,266) ($133,056)

Net loss per share ($0.00) ($0.01) ($0.02) ($0.00) ($0.04) ($0.00) ($0.01) ($0.01)

Working Capital* ($8,469,771) ($7,685,288) ($7,574,329) ($7,172,980) ($7,761,080) ($6,655,553) ($6,718,121) ($6,598,855)

Total Assets  $  4,325,305 $4,346,073 $4,328,462 $4,335,886 $4,347,236  $  4,361,640  $  4,506,642 $4,450,748 

Total Non-current

Liabilities NIL NIL NIL NIL NIL NIL NIL NIL

* Working Capital is defined as current assets minus current liabilities.  Working capital is a Non-IFRS figure 

without a standardized meaning.  Please see “Non-IFRS Measures” for a reconciliation. 

Factors Affecting Comparability of Quarters 

Results of operations can vary significantly due to a number of factors.  The Company’s level of 

activity and expenditures during a specific quarter are influenced by a number of factors, including the 

level of working capital, the availability of external financing, the nature of activity, and the number of 

personnel required to advance each individual project.   

 

Energy sales fluctuated over the quarters due to turbine production which dependent on electricity 

price sold to the Alberta energy grid.  

 

Net loss has fluctuated quarterly reflecting the increase operating costs of the Company over the 

quarters. 

 

Negative working capital has increased over the quarters as the Company drew down on its grid note. 

No significant changes in accounting principles during the eight recent quarter periods generated no 

variances over balances     

 

Summary of Annual Results 

2015 2014 2013

Energy Sales $63,714 $402,404 $1,233,178 

Net loss ($710,265) ($1,034,282) $486,411 

Net loss per share $0.04 ($0.05) $0.02 

Working Capital* ($8,469,771) ($7,761,080) ($6,726,799)

Total Assets $4,325,305  $   4,347,236  $   4,486,463 

Total Non-current Liabilities $Nil $Nil $Nil  
 

Results of Operations – Financial 

 

The following is a discussion of the results of operations of the Company for the three and twelve 

months ended December 31, 2015 and 2014.  This should be read in conjunction with the Company’s 
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annual financial statements for the twelve months ended December 31, 2017, 2016 and 2015 and 

related notes.    

 

For the three months ended December 31, 2015 and December 31, 2014:  

2015 2014

 Net loss  $              (99,637)  $             (745,528)

 Sales                   12,315                     21,149 

 Cost of good sold                   16,718                     12,007 

 Professional, consulting and management fees                   25,325                   457,726 

 General and administration                   21,324                     24,435 

 Utilities & maintenance                   19,633                     51,842 

 Insurance                    (7,752)                       9,185 

 Property taxes                           -                            851 

 Travel and accomodation                           -                         7,009 

 Interest expense                   35,155                   195,431 

 Foreign exchange loss                     1,549                       8,193 

Three months ended December 31,

 
 

For the three months ended December 31, 2015, the Company recorded a net loss of $99,637 

compared to a net loss of $745,528 for the three months ended December 31, 2014.  

Sales were $12,315 for the three months ended December 31, 2015 compared to $21,149. The sales 

decrease reflects lower energy prices resulting in the Company deciding not to turn on the turbine to 

generate electricity for sale to the grid. 

 

Professional, consulting and management fees were $25,325 for the twelve months ended December 

31, 2015 compared to $457,726. During Q4 2015, the Company wrote off $376,891 in previously 

accrued management fees. 

 

Utilities and maintenance was $19,633 for the three months ended December 31, 2015 compared to 

$51,842 for 2014. The decreased utilities and maintenance in 2015 was due to lower repairs and 

maintenance. 

 

Interest expense was $35,155 for the three months ended December 31, 2015 compared to $195,431. 

In Q4 2014, interest expense represents the total interest for 2014 where in Q4 2015 the interest 

expense represents Q4 2015 interest expense. 

 

For the twelve months ended December 31, 2015 and 2014:  
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2015 2014

 Net loss  $            (710,265)  $          (1,034,282)

 Sales                   63,714                   402,404 

 Cost of good sold                  (60,554)                 (220,252)

 Professional, consulting and management fees                 299,576                   691,888 

 General and administration                   73,028                     65,019 

 Utilities & maintenance                   65,311                   104,755 

 Insurance                   21,425                     78,159 

 Property taxes                 105,323                     27,710 

 Travel and accomodation                     1,450                     34,947 

 Interest expense                 134,976                   195,918 

 Foreign exchange loss                   21,098                     18,039 

Years ended December 31,

 
 

For the twelve months ended December 31, 2015, the Company recorded a net loss of $710,265 ($0.04 

per share) compared to a net loss of $1,034,282 ($0.05 per share) for the twelve months ended 

December 31, 2014.  

 

Sales were $63,714 for the twelve months ended December 31, 2015 compared to $402,404. The sales 

decrease reflects lower energy prices resulting in the Company deciding not to turn on the turbine to 

generate electricity for sale to the grid. 

 

Professional, consulting and management fees were $299,576 for the twelve months ended December 

31, 2015 compared to $691,888. During 2015, the Company wrote off $376,891 in previously accrued 

management fees. 

 

Utilities and maintenance was $65,311 for the twelve months ended December 31, 2015 compared to 

$104.755 for 2014. The decrease utilities and maintenance in 2015 was due to lower repairs and 

maintenance. 

 

Insurance was $21,425 for the twelve months ended December 31, 2015 compared to $78,159 in 2014. 

Travel and accommodation was $1,450 for the twelve months ended December 31, 2015 compared to 

$34,947 in 2014. The Company reduced Company travel in 2015.  

 

During the twelve months ended in December 31, 2015 the Company used cash in operating activities 

of $110,762, which included a net loss of $710,265 offset by non-cash interest expense of $134,976 

and positive working capital of $464,527. The Company disposed of capital assets of $1,575 for 2015.  

 

The Company received $87,659 from loans and advances during the twelve months ended December 

31, 2015. 

 

Liquidity and Capital Resources 

 

Given the nature of the Company’s operations, the most relevant financial information relates 

primarily to current liquidity, solvency and planned expenditures.  The Company’s financial success 

will be dependent upon the success restart of the turbine which leads to the electricity production.  

Such development may take years to complete and the amount of resulting income, if any, is difficult 

to determine.  
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The Company currently has a negative operating cash flow and finances its activities through equity 

financings.  The Company’s financial success will be dependent on the economic viability of its 

projects.  

 

The Company had working capital of $(8,469,771) as at December 3, 2015 (December 31, 2014 – 

$(7,761,080) including cash and cash equivalents of $393 (December 31, 2014 - $33,129).  None of 

the cash equivalents are invested in asset-backed securities. 

 

On December 7, 2017, the Company close a financing for $2,361,900 by issuing 7,873,000 common 

shares at $0.30. 

 

The Company’s estimate of the adequacy of its working capital is a forward-looking statement as it 

involves known and unknown risks, uncertainties and other factors. Actual results could differ, perhaps 

materially; with the result that the adequacy of working capital required for fiscal year 2016 expressed 

by such forward-looking statements is materially different than so stated. Also, the ability of the 

Company to successfully acquire and develop additional projects or to continue development of its 

current project is conditional on its ability to secure financing when required. The Company proposes 

to meet any additional financing requirements through equity financing when required. In light of the 

continually changing financial markets, there is no assurance that funding by equity subscriptions will 

be possible at the times required or desired by the Company. See “Cautionary Statement Regarding 

Forward Looking Information”. 

 
Non-IFRS Measures 

The Company has included a Non-IFRS performance measure, working capital, throughout this document. This 

is a common Non-IFRS performance measure but does not have a standardized meaning.  The Company believes 

that, in addition to conventional measures prepared in accordance with IFRS, we and certain investors use this 

information to evaluate the Company’s performance and ability to generate cash, profits and meet financial 

commitments.  This Non-IFRS measure is intended to provide additional information and should not be considered 

in isolation or as a substitute for measures of performance prepared in accordance with IFRS.  The following 

tables provide a reconciliation of working capital to the financial statements as at December 31, 2015 and 

December 31, 2014. 

31-Dec-15 31-Dec-14

Current Assets

Cash 393                     21,922               

HST Receivable 4,217                  4,084                  

Prepaid Expenses 1,040                  -                      

Total Current Assets 5,650                  26,006               

Current Liabilities

Accounts Payables and Accrued Liabilities 1,568,432         1,102,732         

Loans From Related Parties 6,906,989         6,684,354         

Total Current Liabilities 8,475,421         7,787,086         

Working Capital (8,469,771)        (7,761,080)         
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Capital Risk Management 

The Company’s capital includes cash and equity, comprised of issued shares, share-based payment 

reserve and deficit, in the definition of capital.  The Company’s objective when managing capital is to 

maintain its ability to continue as a going concern in order to provide returns for shareholders and 

benefits for other stakeholders. 

 

The Company manages its capital structure and makes adjustments to it based on the funds available to 

the Company in order to support the acquisition and project development.  The Board of Directors 

does not establish quantitative return on capital criteria for management but rather relies on the 

expertise of the Company’s management and consultants to sustain future development of the business. 

 

The Company is dependent upon external financings to fund activities. In order to carry out planned 

engineering, test work, advancement and development of projects, and pay for administrative costs, the 

Company will spend working capital and expects to raise the additional funds from time to time as 

required.  

 

Management reviews its capital management approach on an ongoing basis and believes that this 

approach is reasonable given the relative size of the Company.  There were no changes in the 

Company’s approach to capital management during the twelve months ended December 31, 2015. The 

Company is not subject to externally imposed capital requirements. 

 

Commitments and contingencies 

 

Management Contracts 

The Company is party to certain management contracts. These contracts contain minimum 

commitments and additional contingent payments upon the occurrence of a change of control. As the 

likelihood of a change of control is not determinable, the contingent payments have not been reflected 

in these financial statements.  

 

Legal contingencies 

The Company is, from time to time, involved in various claims and legal proceedings.  The Company 

cannot reasonably predict the likelihood or outcome of these activities. The Company does not believe 

that adverse decisions in any pending or threatened proceedings related to any matter, or any amount 

that may be required to be paid in connection thereto, will have a material effect on the financial 

condition or future results of operations.  As at December 31, 2015, no amounts have been accrued 

related to such matters. 
 

Environmental Commitments 

The Company’s activities are subject to various federal, state and international laws and regulations 

governing the protection of the environment.  These laws and regulations are continually changing and 

generally becoming more restrictive.  The Company conducts its operations so as to protect public 

health and the environment and believes its operations are materially in compliance with all applicable 

laws and regulations.  The Company has made, and expects to make in the future, expenditures to 

comply with such laws and regulations. 

 

Off Balance Sheet Arrangements 
 

The Company is not party to any off-balance sheet arrangements. 
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Related Party Transactions 
 

Loans Payable 

The Company entered into the loan agreement with 0890241 B.C. Ltd. 0890241 B.C. Ltd. provided a 

demand loan to the Company. This loan is unsecured and bears interest at 3%. The principal and interest 

totaling $6,754,106 was outstanding at December 31, 2015 (December 31, 2014 - $6,628,755). Directors 

of the Company are also directors of 0890241 B.C. Ltd. 

Director and officers advance fund to the Company. These advances are unsecured and bears interest at 

nil%. Advances totaling $152,882 was outstanding at December 31, 2015 (December 31, 2014 - 

$55,600). 

During the twelve months ended December 31, 2015 $nil (December 31, 2014 - $76,993) included in 

accounts payable and accrued liabilities were outstanding to an officer of Company. 

During 2017, the Company granted 2,660,000 options with an exercise price of $0.25 expiring July 18, 

2021 to directors and officers of the Company. 

The amounts outstanding are unsecured and will be settled in cash. No guarantees have been given or 

received. No expense has been recognized in the current or prior periods for bad or doubtful debts in 

respect of the amounts owed by related parties. 

 

Compensation of key management personnel of the Company 

The remuneration of directors and other members of key management personnel during the period 

were as follows:  

 

2015 2014 2015 2014

Short-term benefits  $          27,115  $          60,287 185,278$         229,254$         

27,115$           60,287$           185,278$         229,254$         

Three months ended Twelve months ended

December 31, December 31,

 
 

In accordance with IAS 24 Related Party Disclosures, key management personnel are those persons 

having authority and responsibility for planning, directing and controlling the activities of the 

Company, directly or indirectly, including any directors (executive and non-executive) of the 

Company.  

 

The remuneration of directors and key executives is determined by the compensation committee 

having regard to the performance of individuals and market trends.  

 

Financial Instruments and Other Instruments 

 

The carrying value of cash and cash equivalents, prepaid expenses, sundry receivable, accounts 

payable and finance leases approximate their fair values due to the short maturity of those instruments.  

The Company's risk exposures and their impacts on the Company's financial instruments are 

summarized below.  There have been no significant changes in the risks, objectives, policies and 

procedures for managing risk during the twelve months ended December 31, 2015.  
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Credit risk  

 

The Company's credit risk is primarily attributable to cash and amounts receivable. The Company has 

no significant concentration of credit risk arising from operations. Cash and cash equivalents consist of 

cash held in financial institutions from which management believes the risk of loss to be remote.  

 

Liquidity risk  

 

The Company manages liquidity risk by maintaining adequate cash and cash equivalent balances.  The 

Company continuously monitors and reviews both actual and forecasted cash flows, and also matches 

the maturity profile of financial assets and liabilities.  

As at December 31, 2015, the Company had current assets of $5,650 (December 31, 2014 - $26,006) to 

settle current liabilities of $8,475,421 (December 31, 2014 - $7,787,086). Approximately $1,568,432 

(December 31, 2014 - $1,102,732) of the Company's financial liabilities as at December 31, 2015 have 

contractual maturities of less than 30 days and are subject to normal trade terms. 

Market risk  

 

(a) Interest rate risk  

The Company’s cash equivalents are subject to interest rate cash flow risk as they carry variable rates 

of interest.  The Company’s interest rate risk management policy is to purchase highly liquid 

investments with a term to maturity of one year or less on the date of purchase.  

 

Currency Risk 

The Company funds the operations and maintains a head office in Canada. A portion of the Company’s 

expenses are denominated in U.S. dollars and Canadian dollars. Consequently, the Company is 

exposed to fluctuations in foreign exchange rates. The Company has not used derivative instruments to 

reduce its exposure to foreign exchange fluctuations. The Company does not engage in any hedging 

activity to mitigate this risk. 

 

Outstanding Share Data  

As at July 5, 2018 the Company has 55,000,000 common shares issued and outstanding. As at July 5, 

2018 the Company had 4,000,000 stock options with an exercise price of $0.25 and expire on July 21, 

2021. 

 

Risks and Uncertainties 

 

Cryptocurrency Mining 

 

Cybersecurity Threats and Hacks 

As with any other computer code, flaws in cryptocurrency codes have been exposed by certain 

malicious actors. Several errors and defects have been found and corrected, including those that 

disabled some functionality for users and exposed users’ information. Discovery of flaws in or 

exploitations of the source code that allow malicious actors to take or create money can occur. 

 

Regulatory Changes  

As cryptocurrencies have grown in both popularity and market size, governments around the world 

have reacted differently to cryptocurrencies with certain governments deeming them illegal while 

others have allowed their use and trade. On-going and future regulatory actions may alter, perhaps to a 

materially adverse extent, the ability of the Earth Renew to continue to operate. The effect of any 
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future regulatory change on the Earth Renew or any cryptocurrency that the Earth Renew may mine is 

impossible to predict, but such change could be substantial and adverse to the Earth Renew. 

Governments may, in the future, restrict or prohibit the acquisition, use or redemption of 

cryptocurrencies. Ownership of, holding or trading in cryptocurrencies may then be considered illegal 

and subject to sanction. Governments may also take regulatory action that may increase the cost and/or 

subject cryptocurrency mining companies to additional regulation., On August 24, 2017, the Canadian 

Securities Administrators published CSA Staff Notice 46-307 –Cryptocurrency Offerings, providing 

guidance on whether initial coin offerings, pursuant to which tokens are offered to investors, are 

subject to Canadian securities laws. 

 

Governments may in the future take regulatory actions that prohibit or severely restrict the right to 

acquire, own, hold, sell, use or trade cryptocurrencies or to exchange cryptocurrencies for fiat 

currency. By extension, similar actions by other governments, may result in the restriction of the 

acquisition, ownership, holding, selling, use or trading in the Common Shares. Such a restriction could 

result in the Earth Renew liquidating its cryptocurrency inventory at unfavorable prices and may 

adversely affect the Earth Renew’s shareholders. 

 

Value of Cryptocurrencies may be Subject to Momentum Pricing Risk 

Momentum pricing typically is associated with growth stocks and other assets whose valuation, as 

determined by the investing public, accounts for anticipated future appreciation in value. 

Cryptocurrency market prices are determined primarily using data from various exchanges, over-the-

counter markets, and derivative platforms. Momentum pricing may have resulted, and may continue to 

result, in speculation regarding future appreciation in the value of cryptocurrencies, inflating and 

making their market prices more volatile. As a result, they may be more likely to fluctuate in value due 

to changing investor confidence in future appreciation (or depreciation) in their market prices, which 

could adversely affect the value of the Earth Renew’s cryptocurrency inventory and thereby affect the 

Earth Renew’s shareholders. 

 

Cryptocurrency Exchanges and other Trading Venues are Relatively New  

To the extent that cryptocurrency exchanges or other trading venues are involved in fraud or 

experience security failures or other operational issues, this could result in a reduction in 

cryptocurrency prices. Cryptocurrency market prices depend, directly or indirectly, on the prices set on 

exchanges and other trading venues, which are new and, in most cases, largely unregulated as 

compared to established, regulated exchanges for securities, derivatives and other currencies. For 

example, during the past three years, a number of Bitcoin exchanges have been closed due to fraud, 

business failure or security breaches. In many of these instances, the customers of the closed Bitcoin 

exchanges were not compensated or made whole for the partial or complete losses of their account 

balances in such Bitcoin exchanges. While smaller exchanges are less likely to have the infrastructure 

and capitalization that provide larger exchanges with additional stability, larger exchanges may be 

more likely to be appealing targets for hackers and “malware” (i.e., software used or programmed by 

attackers to disrupt computer operation, gather sensitive information or gain access to private computer 

systems) and may be more likely to be targets of regulatory enforcement action. 

 

Banks May Cut off Banking Services, to Businesses that Provide Cryptocurrency-related Services  

A number of companies that provide cryptocurrency-related services have been unable to find banks 

that are willing to provide them with bank accounts and banking services. Similarly, a number of such 

companies have had their existing bank accounts closed by their banks. Banks may refuse to provide 

bank accounts and other banking services to cryptocurrency related companies or companies that 

accept cryptocurrencies for a number of reasons, such as perceived compliance risks or costs. The 

difficulty that many businesses that provide cryptocurrency-related services have and may continue to 

have in finding banks willing to provide them with bank accounts and other banking services may be 
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currently decreasing the usefulness of cryptocurrencies as a payment system and harming public 

perception of cryptocurrencies or could decrease its usefulness and harm its public perception in the 

future. Similarly, the usefulness of cryptocurrencies as a payment system and the public perception of 

cryptocurrencies could be damaged if banks were to close the accounts of many or of a few key 

businesses providing cryptocurrency-related services. This could decrease the market prices of 

cryptocurrencies and adversely affect the value of the Earth Renew’s cryptocurrency inventory. 

 

Impact of Geopolitical Events  

Crises may motivate large-scale purchases of cryptocurrencies which could increase the price of 

cryptocurrencies rapidly. This may increase the likelihood of a subsequent price decrease as crisis-

driven purchasing behavior wanes, adversely affecting the value of the Earth Renew’s cryptocurrency 

inventory. The possibility of large-scale purchases of cryptocurrencies in times of crisis may have a 

short-term positive impact on the prices of same. Future geopolitical crises may erode investors’ 

confidence in the stability of cryptocurrencies and may impair their price performance which would, in 

turn, adversely affect the Earth Renew’s cryptocurrency inventory. 

 

As an alternative to fiat currencies that are backed by central governments, cryptocurrencies are subject 

to supply and demand forces based upon the desirability of an alternative, decentralized means of 

buying and selling goods and services, and it is unclear how such supply and demand will be impacted 

by geopolitical events. Nevertheless, political or economic crises may motivate large-scale acquisitions 

or sales of cryptocurrencies either globally or locally. Large-scale sales of cryptocurrencies would 

result in a reduction in their market prices and adversely affect the Earth Renew’s operations and 

profitability. 

 

Further Development and Acceptance of the Cryptographic and Algorithmic Protocols 

The use of cryptocurrencies to, among other things, buy and sell goods and services and complete 

other transactions, is part of a new and rapidly evolving industry that employs digital assets based upon 

a computer-generated mathematical and/or cryptographic protocol. The growth of this industry in 

general, and the use of cryptocurrencies in particular, is subject to a high degree of uncertainty, and the 

slowing or stopping of the development or acceptance of developing protocols may adversely affect 

the Earth Renew’s operations. The factors affecting the further development of the industry, include, 

but are not limited to the following 

 continued worldwide growth in the adoption and use of cryptocurrencies; 

 governmental and quasi-governmental regulation of cryptocurrencies and their use, or 

restrictions on or regulation of access to and operation of the network or similar cryptocurrency 

systems; 

 changes in consumer demographics and public tastes and preferences; 

 the maintenance and development of the open-source software protocol of the network; 

 the availability and popularity of other forms or methods of buying and selling goods and 

services, including new means of using fiat currencies; 

 general economic conditions and the regulatory environment relating to digital assets; and 

 negative consumer sentiment and perception of cryptocurrencies. 
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Acceptance of Cryptocurrency is Uncertain 

Currently, there is relatively small use of cryptocurrencies in the retail and commercial marketplace in 

comparison to relatively large use by speculators, thus contributing to price volatility that could 

adversely affect the Earth Renew’s operations, investment strategies, and profitability. 

As relatively new products and technologies, cryptocurrencies have not been widely adopted as a 

means of payment for goods and services by major retail and commercial outlets. Conversely, a 

significant portion of cryptocurrency demand is generated by speculators and investors seeking to 

profit from the short-term or long-term holding of cryptocurrencies. The relative lack of acceptance of 

cryptocurrencies in the retail and commercial marketplace limits the ability of end-users to use them to 

pay for goods and services. A lack of expansion by cryptocurrencies into retail and commercial 

markets, or a contraction of such use, may result in increased volatility or a reduction in their market 

prices, either of which could adversely impact the Earth Renew’s operations, investment strategies, and 

profitability. 

 

Risk of Loss, Theft or Destruction of Cryptocurrencies 

There is a risk that some or all of the Earth Renew’s cryptocurrencies could be lost, stolen or 

destroyed. If the Earth Renew’s cryptocurrencies are lost, stolen or destroyed under circumstances 

rendering a party liable to the Earth Renew, the responsible party may not have the financial resources 

sufficient to satisfy the Earth Renew’s claim.  

 

Irrevocability of Transactions 

Bitcoin and most other cryptocurrency transactions are irrevocable and stolen or incorrectly transferred 

cryptocurrencies may be irretrievable. Such transactions are not reversible without the consent and 

active participation of the recipient of the transaction. Once a transaction has been verified and 

recorded in a block that is added to the Blockchain, an incorrect transfer of cryptocurrencies or a theft 

of cryptocurrencies generally will not be reversible and the Earth Renew may not be capable of 

seeking compensation for any such transfer or theft. To the extent that the Earth Renew is unable to 

seek a corrective transaction with the third party or is incapable of identifying the third party that has 

received the Earth Renew’s cryptocurrencies through error or theft, the Earth Renew will be unable to 

revert or otherwise recover incorrectly transferred cryptocurrencies. The Earth Renew will also be 

unable to convert or recover cryptocurrencies transferred to uncontrolled accounts. 

 

Further Development and Acceptance of the Bitcoin Network 

The further development and acceptance of the Bitcoin Network and other cryptographic and 

algorithmic protocols governing the issuance of transactions in Bitcoins and other digital currencies, 

which represent a new and rapidly changing industry, are subject to a variety of factors that are 

difficult to evaluate. The slowing or stopping of the development or acceptance of the Bitcoin Network 

may adversely affect the value of Bitcoin. 

The use of digital currencies, such as Bitcoins, to, among other things, buy and sell goods and services, 

is part of a new and rapidly evolving industry that employs digital assets based upon a computer 

generated mathematical and/or cryptographic protocol. Bitcoin is a prominent, but not a unique, part of 

this industry. The growth of this industry in general, and the Bitcoin Network in particular, is subject to 

a high degree of uncertainty. The factors affecting the further development of this industry, include, 

but are not limited to the following: 

 continued worldwide growth in the adoption and use of Bitcoins and other digital currencies; 

 government and quasi-government regulation of Bitcoins and other digital assets and their use,or 

restrictions on, or regulation of, access to and operation of the Bitcoin Network or similar digital 

asset systems; 

 changes in consumer demographics and public tastes and preferences; 
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 the maintenance and development of the open-source software protocol of the Bitcoin Network 

or similar digital asset systems; 

 the availability and popularity of other forms or methods of buying and selling goods and 

services, including new means of using fiat currencies; 

 general economic conditions and the regulatory environment relating to digital assets; and 

 negative consumer perception of Bitcoins specifically and cryptocurrencies generally. 

Potential Failure to Maintain the Bitcoin Network 

The Bitcoin Network operates based on an open-source protocol maintained by the core developers of 

the Bitcoin Network and other contributors, largely on the GitHub resource section dedicated to 

Bitcoin development. As the Bitcoin Network protocol is not sold and its use does not generate 

revenues for its development team, the core developers are generally not compensated for maintaining 

and updating the Bitcoin Network protocol. Consequently, there is a lack of financial incentive for 

developers to maintain or develop the Bitcoin Network and the core developers may lack the resources 

to adequately address emerging issues with the Bitcoin Network protocol. Although the Bitcoin 

Network is currently supported by the core developers, there can be no guarantee that such support will 

continue or be sufficient in the future. To the extent that material issues arise with the Bitcoin Network 

protocol and the core developers and open-source contributors are unable to address the issues 

adequately or in a timely manner, the Bitcoin Network and an investment in the Common Shares may 

be adversely affected. 

 

Potential Manipulation of Blockchain 

If a malicious actor or botnet (a volunteer or hacked collection of computers controlled by networked 

software coordinating the actions of the computers) obtains control of more than 50% of the processing 

power dedicated to mining on the Bitcoin Network, it may be able to alter or manipulate the 

Blockchain on which the Bitcoin Network and most Bitcoin transactions rely by constructing 

fraudulent blocks or preventing certain transactions from completing in a timely manner, or at all. The 

malicious actor or botnet could control, exclude or modify the ordering of transactions, though it could 

not generate new Bitcoins or transactions using such control. The malicious actor could “double-

spend” its own Bitcoins (i.e., spend the same Bitcoins in more than one transaction) and prevent the 

confirmation of other users’ transactions for so long as it maintained control. To the extent that such 

malicious actor or botnet did not yield its control of the processing power on the Bitcoin Network or 

the Bitcoin community did not reject the fraudulent blocks as malicious, reversing any changes made 

to the Blockchain may not be possible. To the extent that the Bitcoin ecosystem, including the core 

developers and the administrators of mining pools, do not act to ensure greater decentralization of 

Bitcoin mining processing power, the feasibility of a malicious actor obtaining control of the 

processing power on the Bitcoin Network will increase. 

 

Risk of Security Breaches 

Security breaches, computer malware and computer hacking attacks have been a prevalent concern in 

the Bitcoin and other cryptocurrency exchange market since the launch of the Bitcoin Network. Any 

security breach caused by hacking, which involves efforts to gain unauthorized access to information 

or systems, or to cause intentional malfunctions or loss or corruption of data, software, hardware or 

other computer equipment, and the inadvertent transmission of computer viruses, could harm the Earth 

Renew’s business operations or result in loss of the Earth Renew’s assets. Any breach of the Earth 

Renew’s infrastructure could result in damage to the Earth Renew’s reputation and reduce demand for 

the Common Shares, resulting in a reduction in the price of the Common Shares. Furthermore, the 
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Earth Renew believes that if its assets grow, it may become a more appealing target for security 

threats, such as hackers and malware. 

 

Any security procedures implemented cannot guarantee the prevention of any loss due to a security 

breach, software defect or act of God that may be borne by the Earth Renew. The security procedures 

and operational infrastructure of the Earth Renew may be breached due to the actions of outside 

parties, error or malfeasance of an employee of the Earth Renew or otherwise, and, as a result, an 

unauthorized party may obtain access to the Earth Renew’s Bitcoin account, private keys, data or 

cryptocurrencies. Additionally, outside parties may attempt to fraudulently induce employees of the 

Earth Renew to disclose sensitive information in order to gain access to the Earth Renew’s 

infrastructure. As the techniques used to obtain unauthorized access, disable or degrade service, or 

sabotage systems change frequently, or may be designed to remain dormant until a predetermined 

event, and often are not recognized until launched against a target, the Earth Renew may be unable to 

anticipate these techniques or implement adequate preventative measures. If an actual or perceived 

breach of one of the Earth Renew’s accounts occurs, the market perception of the effectiveness of the 

Earth Renew could be harmed. 

 

Fluctuations in the Market Price of Bitcoins and Other Cryptocurrencies 

The value of the Common Shares relates partially to the value of the cryptocurrencies held directly or 

indirectly by the Earth Renew, and fluctuations in the price of Bitcoins and other cryptocurrencies 

could materially and adversely affect an investment in the Common Shares. Several factors may affect 

the price of cryptocurrencies, including: the total number of cryptocurrencies in existence; global 

cryptocurrency demand; global cryptocurrency supply; investors’ expectations with respect to the rate 

of inflation of fiat currencies; investors’ expectations with respect to the rate of deflation of 

cryptocurrencies; interest rates; currency exchange rates, including the rates at which cryptocurrencies 

may be exchanged for fiat currencies; fiat currency withdrawal and deposit policies of cryptocurrency 

exchanges and liquidity of such cryptocurrency exchanges; interruptions in service from or failures of 

major cryptocurrency exchanges; Cyber theft of cryptocurrencies from online wallet providers, or 

news of such theft from such providers or from individuals’ wallets; investment and trading activities 

of large investors; monetary policies of governments, trade restrictions, currency devaluations and 

revaluations; regulatory measures, if any, that restrict the use of cryptocurrencies as a form of payment 

or the purchase of cryptocurrencies; the availability and popularity of businesses that provide 

cryptocurrency and blockchain-related services; the maintenance and development of the open-source 

software protocol of the Bitcoin Network; increased competition from other forms of cryptocurrency 

or payments services; global or regional political, economic or financial events and situations; 

expectations among cryptocurrency economy participants that the value of cryptocurrencies will soon 

change; and fees associated with processing a cryptocurrency transaction. 

Bitcoin and other cryptocurrencies have historically experienced significant intraday and long-term 

price volatility. If cryptocurrency markets continue to be subject to sharp fluctuations, shareholders 

may experience losses if they need to sell their Common Shares at a time when the price of 

cryptocurrencies is lower than it was when they purchased their Common Shares. In addition, investors 

should be aware that there is no assurance that cryptocurrencies will maintain their long term value in 

terms of future purchasing power or that the acceptance of cryptocurrency payments by mainstream 

retail merchants and commercial businesses will continue to grow.  

 

Response to Changing Security Needs 

As technological change occurs, the security threats to the Earth Renew’s cryptocurrencies will likely 

adapt and previously unknown threats may emerge. The Earth Renew’s ability to adopt technology in 

response to changing security needs or trends may pose a challenge to the safekeeping of the Earth 

Renew’s cryptocurrencies. To the extent that the Earth Renew is unable to identify and mitigate or stop 
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new security threats, the Earth Renew’s cryptocurrencies may be subject to theft, loss, destruction or 

other attack. 

 

Market Adoption 

Currently, there is relatively small use of cryptocurrencies in the retail and commercial marketplace in 

comparison to relatively large use by speculators, thus contributing to price volatility that could 

adversely affect an investment in the Common Shares. Cryptocurrencies have only recently become 

accepted as a means of payment for goods and services by certain major retail and commercial outlets, 

and use of cryptocurrencies by consumers to pay such retail and commercial outlets remains limited. 

Conversely, a significant portion of cryptocurrencies demand is generated by speculators and investors 

seeking to profit from the short- or long-term holding of cryptocurrencies. A lack of expansion by 

cryptocurrencies into the retail and commercial markets, or a contraction of such use, may result in 

increased volatility or a reduction in the market price of cryptocurrencies. Further, if fees increase for 

recording transactions in the applicable Blockchain, demand for cryptocurrencies may be reduced and 

prevent the expansion of the network to retail merchants and commercial businesses, resulting in a 

reduction in the price of cryptocurrencies. 

 

Miners may Cease Operations 

If the award of Bitcoins or other cryptocurrencies for solving blocks and transaction fees for recording 

transactions are not sufficiently high to incentivize miners, miners may cease expending processing 

power to solve blocks and confirmations of transactions on the Bitcoin Blockchain or other networks 

could be slowed. A reduction in the processing power expended by miners on the applicable 

blockchain network could increase the likelihood of a malicious actor or botnet obtaining control. 

 

Risks Related to Insurance 

The Earth Renew intends to insure its operations in accordance with technology industry practice. 

However, given the novelty of cryptocurrency mining and associated businesses, such insurance may 

not be available, may be uneconomical for the Earth Renew, or the nature or level may be insufficient 

to provide adequate insurance cover. The occurrence of an event that is not covered or fully covered by 

insurance could have a material adverse effect on the Earth Renew. 

 

Cyber Security Risk 

Cyber incidents can result from deliberate attacks or unintentional events, and may arise from internal 

sources (e.g., employees, contractors, service providers, suppliers and operational risks) or external 

sources (e.g., nation states, terrorists, hacktivists, competitors and acts of nature). Cyber incidents 

include, but are not limited to, unauthorized access to information systems and data (e.g., through 

hacking or malicious software) for purposes of misappropriating or corrupting data or causing 

operational disruption. Cyber incidents also may be caused in a manner that does not require 

unauthorized access, such as causing denial-of-service attacks on websites (e.g., efforts to make 

network services unavailable to intended users). 

A cyber incident that affects the Earth Renew or its service providers might cause disruptions and 

adversely affect their respective business operations and might also result in violations of applicable 

law (e.g., personal information protection laws), each of which might result in potentially significant 

financial losses and liabilities, regulatory fines and penalties, reputational harm, and reimbursement 

and other compensation costs. In addition, substantial costs might be incurred to investigate, remediate 

and prevent cyber incidents. 
 
Electricity Generation 

Changes in the Price of Electricity 
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A portion of the Earth Renew’s revenues will be tied, either directly or indirectly, to the market price 

for electricity. Market electricity prices are impacted by a number of factors including: the strength of 

the economy, the available transmission capacity, the price of fuel that is used to generate electricity 

(and, accordingly, certain of the factors that affect the price of fuel described below); the management 

of generation and the amount of excess generating capacity relative to load in a particular market; the 

cost of controlling emissions of pollution, including the cost of carbon; the structure of the particular 

market; and weather conditions that impact electrical load. As a result, Empower cannot accurately 

predict future electricity prices and electricity price volatility could have a material adverse effect on 

the Earth Renew.  

 

Regulatory Risk 

The regulatory framework under which power generation is governed is impacted by significant shifts 

in government policy and changes in government, which creates uncertainty about public policy 

priorities and directions, particularly around electricity and environmental issues. The regulations that 

govern the competitive wholesale and retail electricity markets in Alberta continue to evolve and the 

extent to which the government of Alberta may participate in, and make adjustments to, the regulations 

cannot be foreseen.  

 

Third Party Transmission Systems 

The Strathmore Plant relies on a regional transmission system and related facilities that are owned and 

operated by third parties and have both regulatory and physical constraints that could impede the Earth 

Renew’s access to electricity markets. Earth Renew’s power generation facilities depend on electric 

transmission systems and related facilities owned and operated by third parties to deliver the electricity 

that is generated to delivery points where ownership changes. These grids operate with both regulatory 

and physical constraints which in certain circumstances may impede access to electricity markets. 

There may be instances in system emergencies in which power generation facilities are physically 

disconnected from the power grid, or production curtailed, for short periods of time.  In addition, the 

Earth Renew’s power generation facilities in the future may not be able to secure access to this 

interconnection or transmission capacity at reasonable prices, in a timely fashion or at all, which could 

then cause delays and additional costs in attempting to negotiate or renegotiate applicable power 

purchase agreements. Any such increased costs and delays could delay the commercial operation dates 

of any new projects and negatively impact the Earth Renew’s revenues and financial condition. 
 

Organic Fertilizer Production 

Limited Operating History 

Earth Renew commenced commercial operations at its Strathmore Plant in April 2008. Future growth 

plans involve expansion in the United States or Europe where Earth Renew has not developed a plant or 

produced fertilizer. Accordingly, the Earth Renew will have a relatively limited operating history from 

which an investor can evaluate its business and prospects. Earth Renew has generated net losses and 

negative cash flow from operations since the commencement of operations and the Earth Renew is 

expected to incur net losses and negative cash flow from operations for a significant period of time 

following Closing as it expands its operations, re-launches organic fertilizer productions and applies 

for regulatory permits and approvals. 

Unproven Products and Unproven Markets 

Earth Renew’s fertilizer products are relatively new and are unproven in the marketplace. There are no 

assurances that the Earth Renew’s products will receive the broad market acceptance required for 

commercialization. Actual or perceived problems with quality control, performance or cost effectiveness 
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of our products, including in relation to competition or alternative products, may lead to a lack of 

confidence and harm the Earth Renew’s ability to successfully commercialize its products. 

The market for Earth Renew’s products is undeveloped and development of such markets will require 

significant marketing efforts, working capital and increased sales and marketing staff. This may present 

difficulties due to limited resources as the price at which the Earth Renew may sell its products in 

commercial quantities has not yet been fully determined. The Earth Renew may be required to modify 

its growth strategy as a result of actual or anticipated competition, customer response, lack of 

resources, regulatory requirements or other reasons. Operating results and the price at which the Earth 

Renew will be able to sell its products and services will be highly dependent on the existence of a 

market for such products and overall farm receipts. 

Success in marketing and selling products will depend upon multiple factors, including: 

• the effectiveness of the products; 

• the ability of the Earth Renew to locate additional hosts and add sufficient manufacturing 

capacity at an acceptable cost and in compliance with regulatory requirements; 

• the ability to generate commercial sales of products; 

• acceptance of products and services by target markets; 

• inherent development risks, such as fertilizer products not having the anticipated 

effectiveness; 

• preclusion or obsolescence resulting from a third party developing superior or equivalent 

products; 

• the ability to develop repeatable processes to manufacture our products in sufficient 

quantities; and 

• general economic conditions. 

If any of these factors cannot be overcome, the Earth Renew may not be able to introduce products to 

target markets in a timely or cost-effective manner, which could adversely affect future growth and 

results of operations. 

There can be no assurance that illustrative or indicative use information in respect of products contained 

in this prospectus will reflect actual use of our products by growers. In adopting our products, growers 

will adopt and use product in accordance with their own circumstances and desires, and may in 

particular stage the adoption of product over time, or blend or use our fertilizer with other fertilizers, 

which may affect the demand for products. 

Operating results and the price at which the Earth Renew can sell products will be dependent on 

demand for products. Demand for products will be affected by a number of factors including weather 

conditions, commodity prices, and government policies. It is likely that the price at which the Earth Renew 

sells its products will fluctuate if there are significant changes in the price and availability of other 

fertilizer products. 

Earth Renew’s technology has not yet been commercialized outside of the Strathmore Plant or in other 

industries. There can be no assurance that the Earth Renew will be able to commercialize this 

technology or that the Earth Renew will be able to enter into licensing, joint ventures or other 

arrangements to develop other applications for this technology at other locations. 
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Product Price and Margin 

Operating results are and will be dependent upon product prices and margins, which are in turn 

dependent on demand for crop inputs. Demand for crop inputs can be affected by a number of factors 

including weather conditions, outlook for crop nutrient prices and farmer economics, governmental 

policies, access of our customers to credit, and build-up of inventories in distribution channels.  

Product price and margins are also significantly influenced by competitor actions that change overall 

industry production capacity, such as decisions to build or close production plants, changes in 

utilization rates and pricing decisions. 

Competition 

The fertilizer manufacturing and electricity generation industries in which we operate are highly 

competitive. Although Earth Renew does not produce the same products as traditional fertilizer 

producers, management of the Earth Renew anticipates that future sales, pricing and margins will be 

affected by the price and availability of traditional soil products such as nitrogen-based fertilizers, the 

price of which is highly dependent on inputs such as natural gas. If the price and availability of 

traditional fertilizer products is attractive, future sales, pricing and margins may suffer which could have 

a material adverse effect on our business and financial condition. Competitors in the traditional fertilizer 

industry are larger and have better access to capital and resources than Earth Renew which could affect 

its ability to compete. A competitor or a new entrant could invent a technology or process that is superior 

to Earth Renew’s technology or process and this would have an adverse effect on its ability to compete. 

We will also compete for host manure sites and for an adequate supply of inputs. A failure to secure future 

host sites will have a material adverse effect on the growth prospects of the Earth Renew. 

Production Process 

Under Earth Renew’s manufacturing model, it has developed and established, and will continue to 

develop and establish, manufacturing processes and systems at the Strathmore Plant.  

Earth Renew’s manufacturing process is a highly automated and complex process that requires extreme 

precision and quality control throughout each production stage. The Strathmore Plant consists of 

multiple components, all of which must be run on an integrated and coordinated basis. There can be 

no assurance that each component will continuously operate as designed or expected or that the 

necessary levels of integration and co-ordination will continuously be achieved. Any difficulties 

encountered in our manufacturing process could adversely affect the ability to produce products, thereby 

affecting the Earth Renew’s ability to meet customer expectations, and may adversely affect the 

business and financial results. 

Intellectual Property 

Earth Renew relies on a combination of patents, trademarks, trade secrets, confidentiality agreements 

and other contractual restrictions on disclosure to protect its intellectual property rights. Earth Renew 

also enters into confidentiality agreements with employees, consultants, hosts and other third parties, 

and control access to and distribution of confidential information. 

Earth Renew’s success will depend in part on its ability to maintain or obtain and enforce patent and other 

intellectual property protection for processes, products and technology, to preserve trade secrets and to 

operate without infringing upon the proprietary rights of third parties. Setbacks or failures in these areas 

could negatively affect the Earth Renew’s ability to compete and materially and adversely affect business 
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and financial condition. Earth Renew has obtained patents or filed patent applications in the United States, 

Canada and internationally and may, in the future, seek additional patents or file patent applications. 

Certain aspects of Earth Renew’s technology are currently protected as trade secrets, for which we may or 

may not file patent applications. 

There can be no assurance that Earth Renew’s patents or patent applications will be valid or will issue 

over prior art, or that patents will issue from the patent applications that have been filed or will be filed. 

Additionally, there can be no assurances that the scope of any claims granted in any patent will provide 

us with adequate protection for the processes used by us currently or in the future. The Earth Renew 

cannot be certain that the creators of Earth Renew’s technology were the first inventors of inventions 

and processes covered by patents and patent applications or that they were the first to file. Accordingly, 

there can be no assurance that Earth Renew’s patents will be valid or will afford the Earth Renew 

with protection against competitors with similar technology or processes. Despite efforts to protect 

proprietary rights, unauthorized parties may attempt to copy or otherwise obtain and use proprietary 

information. Monitoring unauthorized use of confidential information is difficult and there is no 

certainty that steps the Earth Renew take to prevent unauthorized use of patented products or 

confidential information will be effective. 

The Earth Renew may deem it necessary or advisable to commence litigation to enforce our intellectual 

property rights. Others may claim that Earth Renew has infringed upon their intellectual property rights 

and commence litigation against the Earth Renew. The Earth Renew’s commercial success depends in 

part on its ability to operate without infringing the patents and other proprietary rights of third parties. 

Infringement proceedings relating to intellectual property are often lengthy, costly and time-consuming and 

their outcome is uncertain. Moreover, if competitors prepare and file patent applications to claim 

technology that is also claimed by Earth Renew, then Earth Renew may be forced to participate in 

interference proceedings to determine priority of invention. Litigation and participation in such proceedings 

could result in substantial costs and diversion of the efforts of the Earth Renew, even if the eventual 

outcome is favourable. Litigation could also subject the Earth Renew to significant liabilities to third 

parties, require disputed rights to be licensed from third parties or require the Earth Renew to cease using 

certain technology. If the Earth Renew becomes involved in any patent litigation, interference, opposition 

or other administrative proceedings, the Earth Renew will incur substantial expense and the efforts of 

technical and management personnel will be significantly diverted. As a result of such litigation or 

proceedings,  the Earth Renew could lose its proprietary position and be restricted or prevented from 

manufacturing products, incur significant damage awards, including punitive damages, or be required to 

seek third-party licenses that may not be available on commercially acceptable terms, if at all. In addition, 

the Earth Renew may lack the resources, whether financial or otherwise, to monitor, prosecute and 

enforce intellectual property rights.   

Host Industry Risks and Dependence on Hosts 

The Earth Renew’s operations will be exposed to the same industry risks faced by hosts it engages with 

for power generation and organic fertilizer production. These risks include the risk of diseases such as 

BSE, avian flu or hoof and mouth disease. New regulations resulting from these diseases may have a 

negative impact on hosts and, as a consequence, the Earth Renew’s operations. If any area in which the 

Earth Renew operates is affected by these diseases, plants may be shut down or substantially impeded 

in their operation which could have a material adverse effect on business and financial conditions. Risks 

faced by hosts do include those risks associated with cattle, dairy or poultry operations, as the case may 

be; including weather, pricing and availability of other inputs, product prices and all other matters 

affecting their commercial operation and viability. 
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The Earth Renew will depend on hosts for the materials needed to manufacture organic matter fertilizers. 

It is expected that each plant will be dependent on a single host and the loss of any such host would result 

in a disruption in production from such plant. If this were to occur, it may be difficult to arrange a 

replacement supplier, because such plants cannot easily be physically relocated. Hosts may encounter 

problems in providing the Earth Renew with an adequate supply of the inputs required due to a variety 

of reasons, including failure to comply with applicable regulations and environmental factors. If hosts 

are unable to provide on a timely basis sufficient quantities of the inputs that are depended on to 

manufacture products or if delays or contractual or other difficulties in relationships with hosts are 

encountered then the manufacture of our products may be disrupted, which could have a materially 

adverse effect on operations, revenues and financial condition. The Earth Renew intends to enter into 

long term agreements with hosts; however there is no guarantee that such hosts will be able to meet their 

commitments under such agreements nor is there any assurance that  the Earth Renew will enter into a 

sufficient number of such long term agreements. It is anticipated that host agreements will provide for 

the delivery of specified amounts of input for such plants. These required specified amounts may not 

be sufficient to operate these plants at expected or full rates and the host may not be able to supply amounts 

in addition of the specified amounts. In these circumstances the Earth Renew may have to source 

additional inputs to operate at expected levels and there is no assurance the that Earth Renew will be 

able to find additional input supply. It is also expected that host agreements provide that in certain 

circumstances, including in unusually wet weather conditions, or, after an initial five year period in the case 

where the host is unable to operate at a profit and so reduces the number of cattle maintained at its site, 

the host is excused from its obligations to provide input to its plants. In addition, as plants will be located 

on property we will lease from various hosts, the Earth Renew may become liable for a failure by our 

hosts, or any other Person owning the real property upon which such plants are located, to comply with 

environmental laws and regulations. 

Dependence on Single Plant 

Earth Renew currently depends on a single plant to manufacture its product and generate revenue. 

All of the Earth Renew’s anticipated revenue for the foreseeable future will be derived from product 

and electricity that is produced at the Strathmore Plant. The Strathmore Plant is not operating at its 

base load production level. If the Strathmore Plant does not operate as planned, or does not reach its 

targeted base load production level, the Earth Renew may need to incur additional expense and spend 

additional time to increase production at that plant, which may temporarily reduce production 

levels and increase production costs.  

Volatility of Electricity and Natural Gas Prices 

The Earth Renew’s future revenue will be dependent on the market prices of electricity and natural 

gas. The market rates of electricity and natural gas may be affected by changes in regulations and 

government policy and in demand and capacity supply, including cyclical changes, as well as the 

overall economy. Electricity markets are subject to regulatory developments within the jurisdictions 

in which the Earth Renew operates (or intends to operate) or sell electricity and other external factors  

outside  our  control,  which  developments  or  factors  may  negatively  impact  electricity  markets,  

pricing, transmission development and investment. This volatility may have a material adverse effect on 

business and financial condition. 

To the extent that electricity prices do not increase in tandem with any future increases in natural gas 

prices the Earth Renew’s operating results will be adversely affected as it will not be able to sell the 
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electricity produced by these plants at levels sufficient to offset a majority of the cost of the natural 

gas it will have to purchase to power such plants. 

Government Regulation 

The Earth Renew’s operations will be subject to a variety of federal, provincial, state and local laws, regulations, 

and guidelines, including laws and regulations relating to health and safety, manure management, production 

and sale of fertilizers, including for organic farming use, the conduct of operations, the protection of the 

environment, the operation of equipment used in operations, the sale of electricity and the transportation and 

the import and export of products. Earth Renew believes that it is currently in compliance with such laws and 

regulations. The Earth Renew intends to invest financial and managerial resources to ensure such compliance 

in the future. Although such expenditures historically have not been material, such laws or regulations are 

subject to change. Accordingly, it is impossible for us to predict the cost or impact of such laws and regulations 

on our future operations. 

Organic Approvals 

To sell Earth Renew’s fertilizer for use in certified organic crop production, the Earth Renew will be 

reliant on being approved for such use by various approval agencies in accordance with applicable 

regulatory standards. Earth Renew’s products are currently approved for use in certified organic crop 

production in the U.S. and Canada. There can be no assurance that the Earth Renew will be able to 

obtain approval for use of our products for organic agriculture in, or export to, other countries, in 

particular in Europe.  

In the United States, Earth Renew products are approved for unrestricted use in certified organic crop 

production by the Washington State Department of Agriculture (WSDA). These approvals expire on 

an annual basis. An inability to renew this approval for use of our products in U.S. certified organic 

crop production would mean our product could not be sold in this sector and it could have a material 

adverse effect on business and operations. The loss or inability to renew, an approval to use these 

products in organic agriculture from an approval agency, or the loss of acceptance by any ACA of 

any of such products, or of the agencies that have approved these products for use, could have a material 

adverse effect on business and operations.  

Operating Risks and Insurance 

The Earth Renew’s operations will be subject to hazards inherent in the fertilizer manufacturing and 

sale and electrical generation industries, such as labour disruptions and unscheduled downtime, 

equipment defects, malfunctions and failures, loss of product in processing, and natural disasters, that 

can cause personal injury, loss of life, suspension of operations, damage to plants, business interruption 

and damage to or destruction of property, equipment and the environment. These risks could expose 

us to substantial liability for personal injury, wrongful death, property damage, pollution, and other 

environmental damages and the imposition of civil or criminal penalties. The frequency and severity of 

such incidents will affect operating costs, insurability and relationships with customers, employees and 

regulators. In the event of equipment defects, malfunctions or failures, there can be no assurance that 

supplier warranties will be effective to compensate us for any losses. 

The Earth Renew will continuously monitor its activities for quality control and safety. However, there 

are no assurances that safety procedures will always prevent the damages described above. Although 

the Earth Renew will maintain insurance coverage that it believes to be adequate and customary in the 

industries in which it operates, there are no assurances that such insurance will be adequate to cover all 

liabilities. In addition, there are no assurances that the Earth Renew will be able to maintain adequate 
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insurance in the future at rates it considers reasonable and commercially justifiable. The occurrence 

of a significant uninsured claim, a claim in excess of the insurance coverage limits, or a claim at a 

time when the Earth Renew is not able to obtain liability insurance, could have a material adverse 

effect on its ability to conduct normal business operations. 

Defects in its products or failures in quality control could impair the Earth Renew’s ability to sell 

products or could result in product liability claims, litigation and other significant events with 

substantial additional costs. Detection of any significant defects in its products or failure in our 

quality control procedures may result in, among other things loss of sales and market acceptance of 

our products, diversion of development resources and injury to the Earth Renew’s reputation.  

The costs that Earth Renew may incur in correcting any product defects may be substantial. 

Additionally, errors, defects or other performance problems could result in financial or other damages 

to customers, which could result in litigation. Product liability litigation, even if unsuccessful, would 

be time consuming and costly to defend. The Earth Renew’s product liability insurance may not be 

adequate to cover claims. 

Environmental and Regulatory Risk 

The Earth Renew’s operations are subject to environmental risks and regulatory compliance and there 

are no assurances that its plants will be in compliance with all regulatory requirements. New or 

amended environmental laws and regulations may require the Earth Renew to curtail or stop 

operations at one or more plants, or may require expenditures by us to install environmental control 

equipment or modify operations. Failure to comply could subject the Earth Renew to fines or 

penalties. 

There can be no assurances that the Earth Renew will not experience difficulties in its efforts to 

comply with such laws and regulations in future years, or that the costs associated with the Earth 

Renew’s continued compliance efforts will not have a material adverse effect on its business and 

financial condition. The ability to use its product in organic agriculture is a key component to the 

marketability of such product. Should any regulatory body prohibit organic matter fertilizers for use in 

organic agriculture it would materially adversely affect the marketability of the products of the Earth 

Renew. 

Inability to Adapt or Incorporate New Technological Processes 

The development and implementation of new technologies may result in a significant reduction in 

the costs of fertilizer production. Technological advances by other fertilizer producers in methods to 

convert minerals, green wastes, biosolids and manures into fertilizer could increase efficiency and 

decrease the cost of production, which could increase competition. In addition, the Earth Renew will 

rely on animal manure as an input to its process. The development of new technologies that utilize 

manure may increase competition for manure which could limit its access to manure and increase costs. 

The Earth Renew cannot predict when new technology may become available, the rate of 

acceptance of new technologies by its competitors or the costs associated with new technologies. It 

is also possible that the Earth Renew may not be able to incorporate new technological processes 

into its production process which could place us at a competitive disadvantage. 

Cross Contamination 

Although the Earth Renew’s high heat process of up to 1,000 Fahrenheit degrees destroys pathogens 

there is no assurance its product will not be associated with a pathogen outbreak due to cross 
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contamination with other crop inputs. Although the Earth Renew attempts to restrict the use of its 

product with potentially risky inputs such as manures and composts, there can be no assurance that 

growers will not use its product in combination with these inputs. Association with a pathogen outbreak 

could damage the Earth Renew’s reputation and cause it to become involved in costly and time-

consuming legal or regulatory proceedings which would divert the attention of Management and key 

personnel from its business operations, which could adversely affect the business. 

Sales Cycle 

Earth Renew is affected by seasonality risk due to weather and the potential buying patterns of major 

customers. The Earth Renew’s revenue may therefor be affected by these buying patterns, notably a 

potential slowdown in sales over the winter and early spring. 

Personnel and Strategic Allies 

The successful operation of our business will depend upon the abilities, expertise, judgment, discretion, 

integrity and good faith of our Management, executive officers, general managers, employees, 

consultants and strategic allies. In addition, our ability to expand will depend upon our ability to attract 

qualified personnel as needed, including marketing, sales and operational personnel. The demand for 

skilled employees is high, and the supply can be limited, particularly in the Alberta market. The 

unexpected loss of our key personnel or strategic partners, or the inability to retain or recruit skilled 

personnel could have a material adverse effect on our business and financial condition. 

Marketing and Distribution Expertise 

Achieving market success will require substantial marketing efforts and the expenditure of funds to 

inform potential customers of the distinctive benefits and characteristics of our fertilizer. The Earth 

Renew’s long term success will depend on its ability to expand current marketing capabilities. The 

Earth Renew will, among other things, need to attract and retain experienced marketing and sales 

personnel. No assurance can be given that the Earth Renew will be able to attract and retain such 

personnel or that any efforts undertaken by such personnel will be successful. 

Weather and Climate 

Adverse weather conditions represent a very significant operating risk affecting potential hosts and 

customers for products. Weather conditions affect the types of crops grown, the quality and quantity of 

production and the levels of farm inputs which, in turn, will affect demand for our products. Adverse 

weather conditions, such as drought or excessive rains, can result in both reduced production of the 

inputs we need to manufacture products by our hosts, reduced crop production by customers for 

products and increased costs to operate plants. During the winter and wet seasons the Earth Renew 

expects the amount of inputs produced by hosts to decline. A reduction in the production of the inputs 

needed to manufacture our products or crop input sales because of adverse weather conditions could 

have a material adverse effect on operating results and financial condition. 

Management Estimates and Assumptions 

A number of matters set forth in this Filing Statement including, without limitation, engineering matters, 

energy efficiency, product performance and costs are based on certain assumptions and estimates made 

by management. These estimates and assumptions may prove to be inaccurate 
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Litigation Risks 

The Earth Renew may become involved in, named as a party to, or the subject of, various legal proceedings, 

including contract disputes, regulatory proceedings, tax proceedings and legal actions relating to 

intellectual property, product liability, personal injuries, property damage, property taxes, land rights, and 

the environment. The outcome with respect to outstanding, pending or future proceedings cannot be 

predicted with certainty and may be determined adversely to the Earth Renew and as a result, could have 

a material adverse effect on its assets, liabilities, business, financial condition and results of operations. 

Even if the Earth Renew prevails in any such legal proceeding, the proceedings could be costly and time-

consuming and would divert the attention of Management and key personnel from business operations, 

which could adversely affect its financial condition.  

Credit Risk 

A substantial portion of the Earth Renew’s accounts receivable will be with customers involved in the 

agricultural industry whose revenues may be impacted by fluctuations in commodity prices and all 

other factors affecting the economics of the agricultural industry. Collection of these receivables could 

be influenced by economic factors affecting the agricultural industry as a whole. 

Foreign Exchange and Interest Rates 

The Earth Renew will incur costs in United States dollars, particularly in relation to equipment and parts 

purchased from the United States. Accordingly, the Earth Renew is subject to risk from fluctuations in 

the rates of currency exchange between the United States dollar and Canadian dollar, and such 

fluctuations may materially affect its business and financial condition. As a portion of sales are 

projected to be made in U.S. dollars, currency fluctuations may adversely affect revenues of the Earth 

Renew as well. 

Catastrophic Event Risk 

Earth Renew’s operations are exposed to potential damage, including partial or full loss, resulting 

from disasters such as an earthquake, hurricane, fire, explosion, flood, severe storm, terrorist attack or 

other comparable events. Both the Strathmore Plant and plants owned by hosts could be exposed to 

effects of severe weather conditions, natural disasters and potentially catastrophic events such as a 

major accident or incident at our plants. A pandemic or an assault or an action of malicious destruction, 

sabotage or terrorism committed at our plants or with respect to our fertilizer could also disrupt our 

ability to produce and sell fertilizer. The occurrence of a significant event that disrupts the ability of 

our plants to produce fertilizer for an extended period could have a material adverse effect on our 

business, financial condition and results of operations. 

General Business and Market Risks 

 

Key Personnel 

The senior officers of the Earth Renew will be critical to its success. In the event of the departure of a 

senior officer, the Earth Renew believes that it will be successful in attracting and retaining qualified 

successors but there can be no assurance of such success. Recruiting qualified personnel as the Earth 

Renew grows is critical to its success. As the Earth Renew’s business activity grows, it will require 

additional key financial, administrative and technical personnel as well as additional operations staff. If 

the Earth Renew is not successful in attracting and training qualified personnel, the efficiency of its 

operations could be affected, which could have an adverse impact on future cash flows, earnings, results 

of operations and the financial condition of the Earth Renew. 
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Conflicts of Interest 

Directors and officers of the Earth Renew are or may become directors or officers of other reporting 

companies or have significant shareholdings in other mineral resource companies and, to the extent that 

such other companies may participate in ventures in which the Earth Renew may participate, the directors 

and officers of the Earth Renew may have a conflict of interest in negotiating and concluding terms 

respecting the extent of such participation. The Earth Renew and its directors and officers will attempt 

to minimize such conflicts. In the event that such a conflict of interest arises at a meeting of the directors 

of the Earth Renew, a director who has such a conflict will abstain from voting for or against the approval 

of such participation or such terms. In appropriate cases, the Earth Renew will establish a special 

committee of independent directors to review a matter in which one or more directors, or officers, may 

have a conflict. In determining whether or not the Earth Renew will participate in a particular program 

and the interest therein to be acquired by it, the directors will primarily consider the potential benefits to 

the Earth Renew, the degree of risk to which the Earth Renew may be exposed and its financial position 

at that time. Other than as indicated, the Earth Renew has no other procedures or mechanisms to deal 

with conflicts of interest. 

Additional Financing 

The Earth Renew will require additional financing in order to make further investments or take 

advantage of future opportunities and to grow its business. The ability of the Earth Renew to arrange 

such financing in the future will depend in part upon prevailing capital market conditions, as well as 

upon the business success of the Earth Renew. There can be no assurance that the Earth Renew will be 

successful in its efforts to arrange additional financing on terms satisfactory to the Earth Renew. If 

additional financing is raised by the issuance of Common Shares or other forms of convertible 

securities from treasury, control of the Earth Renew may change and shareholders may suffer 

additional dilution. If adequate funds are not available, or are not available on acceptable terms, the 

Earth Renew may not be able to take advantage of opportunities, or otherwise respond to competitive 

pressures and remain in business.  If the Earth Renew is unable to generate such revenues or obtain 

such additional financing, any investment in the Earth Renew may be lost. In such event, the 

probability of resale of the securities of the Earth Renew would be diminished 

 

Profitability 

There is no assurance that the Earth Renew will earn profits in the future, or that profitability will be 

sustained. There is no assurance that future revenues will be sufficient to generate the funds required to 

continue the Earth Renew’s business development and marketing activities. If the Earth Renew does 

not have sufficient capital to fund its operations, it may be required to reduce its sales and marketing 

efforts or forego certain business opportunities. 

 

Management of Growth 

The Earth Renew may be subject to growth-related risks including capacity constraints and pressure on 

its internal systems and controls. The ability of the Earth Renew to manage growth effectively will 

require it to continue to implement and improve its operational and financial systems and to expand, 

train and manage its employee base. The inability of the Earth Renew to deal with this growth may 

have a material adverse effect on the Earth Renew’s business, financial condition, results of operations 

and prospects. 

 

Issuance of Debt 

From time to time, the Earth Renew may enter into transactions to acquire assets or the shares of other 

organizations or seek to obtain additional working capital. These transactions may be financed in 

whole or in part with debt, which may increase the Earth Renew’s debt levels above industry standards 

for companies of similar size. Depending on future plans, the Earth Renew may require additional 
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equity and/or debt financing that may not be available or, if available, may not be available on 

favourable terms to the Earth Renew. Neither the Issuer’s nor Earth Renew’s constating documents 

limit the amount of indebtedness that may be incurred and it is not expected that the Earth Renew’s 

constating documents will contain such restrictions. As a result, the level of the Earth Renew’s 

indebtedness from time to time could impair its ability to operate or otherwise take advantage of 

business opportunities that may arise.  

 

Dilution 

The Earth Renew may make future acquisitions or enter into financings or other transactions involving 

the issuance of securities of the Earth Renew which may be dilutive to the holdings of existing 

shareholders. 

 

Price Volatility of Publicly Traded Securities 

In recent years, the securities markets in the United States and Canada have experienced a high level of 

price and volume volatility, and the market prices of securities of many companies have experienced 

wide fluctuations in price. There can be no assurance that continuing fluctuations in price will not 

occur. It may be anticipated that any quoted market for the Common Shares will be subject to market 

trends generally, notwithstanding any potential success of the Earth Renew in creating revenues, cash 

flows or earnings. The value of the Common Shares will be affected by such volatility. A public 

trading market in the Common Shares having the desired characteristics of depth, liquidity and 

orderliness depends on the presence in the marketplace of willing buyers and sellers of Common 

Shares at any given time, which, in turn is dependent on the individual decisions of investors over 

which the Earth Renew has no control. There can be no assurance that an active trading market in 

securities of the Earth Renew will be established and sustained. The market price for the Earth 

Renew’s securities could be subject to wide fluctuations, which could have an adverse effect on the 

market price of the Earth Renew. The stock market has, from time to time, experienced extreme price 

and volume fluctuations, which have often been unrelated to the operating performance, net asset 

values or prospects of particular companies. If an active public market for the Common Shares does 

not develop, the liquidity of a shareholder’s investment may be limited and the share price may 

decline. 

 

Dividends 

Neither the Issuer nor Earth Renew has paid any dividends on its outstanding shares. Any payments of 

dividends on the Common Shares will be dependent upon the financial requirements of the Earth 

Renew to finance future growth, the financial condition of the Earth Renew and other factors which the 

Earth Renew’s board of directors may consider appropriate in the circumstance. It is unlikely that the 

Earth Renew will pay dividends in the immediate or foreseeable future.  

 

Transaction May Not Be Approved 

The completion of the Transaction is subject to the final acceptance of the Exchange which will be 

evidenced by the issuance of the Final Exchange Bulletin. There can be no assurance that all of the 

necessary approvals will be obtained. If the Transaction does not complete, the Issuer will continue to 

search for other opportunities, however, it will have incurred significant costs associated with the 

Transaction. In the event that the Transaction is not approved, the Issuer will remain listed on the 

NEX. 

 

Markets for Securities 

There can be no assurance that an active trading market in the Common Shares will be established and 

sustained following Closing. The market price for the Common Shares could be subject to wide 

fluctuations. Factors such as commodity prices, government regulation, the demand for platinum, 

interest rates, share price movements of the Earth Renew’s peer companies and competitors, as well as 
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overall market movements, may have a significant impact on the market price of the securities of Earth 

Renew. 

 

General Economic Conditions May Adversely Affect the Earth Renew’s Growth 

The unprecedented events in global financial markets in the past several years have had a profound 

impact on the global economy in general and the mining industry in particular. Many industries 

continue to be negatively impacted by these market conditions. A continued or worsened slowdown in 

the financial markets or other economic conditions, including but not limited to, consumer spending, 

employment rates, business conditions, inflation, fuel and energy costs, consumer debt levels, lack of 

available credit, the state of the financial markets, interest rates, tax rates may adversely affect the 

Resulting Issuer. 

 

Significant Accounting Policies 

The Company’s significant accounting policies can be found in Note 2 of its annual financial statements 

for the twelve months ended December 31, 2017, 2016 and 2015. 

New and Future Accounting Pronouncements  

Certain pronouncements were issued by the IASB or the IFRIC that are mandatory for accounting 

periods on or after January 1, 2016 or later periods.  Many are not applicable or do not have a significant 

impact to the Company and have been excluded.  

IAS 1 – Presentation of Financial Statements (“IAS 1”) was amended in December 2014 in order to 

clarify, among other things, that information should not be obscured by aggregating or by providing 

immaterial information, that materiality consideration apply to all parts of the financial statements and 

that even when a standard requires a specific disclosure, materiality considerations do apply.  The 

amendments are effective for annual periods beginning on or after January 1, 2016.  There was no 

material impact from the adoption of this standard. 

IAS 16 – Property, Plant and Equipment and IAS 38 – Intangible Assets are  

applied retrospectively and clarify in IAS 16 and IAS 38 that the asset may be revalued by  

reference to observable data on either the gross or the net carrying amount.  In addition, the  

accumulated depreciation or amortization is the difference between the gross and carrying  

amounts of the asset.  This policy will become effective for annual periods starting after, or on  

January 1, 2016.  Earlier adoption permitted.  There was no material impact from the adoption of this 

standard. 

IFRS 9 – Financial Instruments (“IFRS 9”) was issued by the IASB in November 2009 with additions in 

October 2010 and May 2013 and will replace IAS 39 Financial Instruments: Recognition and 

Measurement (“IAS 39”).  IFRS 9 uses a single approach to determine whether a financial asset is 

measured at amortized cost or fair value, replacing the multiple rules in IAS 39.  The approach in IFRS 

9 is based on how an entity manages its financial instruments in the context of its business model and 

the contractual cash flow characteristics of the financial assets.  Most of the requirements in IAS 39 for 

classification and measurement of financial liabilities were carried forward unchanged to IFRS 9, except 

that an entity choosing to measure a financial liability at fair value will present the portion of any change 

in its fair value due to changes in the entity’s own credit risk in other comprehensive income, rather than 

within profit or loss.  The new standard also requires a single impairment method to be used, replacing 

the multiple impairment methods in IAS 39.  IFRS 9 is effective for annual periods beginning on or after 

January 1, 2018.  Earlier adoption is permitted.  The Company has not yet considered the potential impact 

of the adoption of IFRS 9. 

IFRS 15 - Revenue from Contracts with Customers ("IFRS 15") addresses how and when entities 

recognize revenue, as well as requires more detailed and relevant disclosures.  IFRS 15 supersedes IAS 
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11 Construction Contracts, IAS 18 Revenue, IFRIC 13 Customer Loyalty Programs, IFRIC 15 

Agreements for the Construction of Real Estate, IFRIC 18 Transfers of Assets from Customers and SIC-

31 Revenue - Barter Transactions Involving Advertising Services.  The Section provides a single, 

principles based five-step model to be applied to all contracts with customers, with certain exceptions. 

The standard is effective for annual periods beginning on or after January 1, 2018. Earlier application is 

permitted.  The Company has not yet considered the potential impact of the adoption of IFRS 15 on its 

financial reporting. 

IFRS 16 – Leases (‘IFRS 16”) replaces IAS 17, Leases (“IAS 17”).  The new model requires the 

recognition of almost all lease contracts on a lessee’s statement of financial position as a lease liability 

reflecting future lease payments and a ‘right-of-use asset’ with exceptions for certain short-term leases 

and leases of low-value assets.  In addition, the lease payments are required to be presented on the 

statement of cash flow within operating and financing activities for the interest and principal portions, 

respectively.  IFRS 16 is effective for annual periods beginning on or after January 1, 2019, with early 

adoption permitted if IFRS 15, Revenue from Contracts with Customers, is also applied.  The Company 

is still evaluating the impact of the adoption of IFRS 16.  

Critical Accounting Estimates 

 

The preparation of the Company’s Financial Statements in conformity with IFRS requires management 

to make estimates and assumptions that affect the reported amounts of assets and liabilities and 

disclosure of contingent assets and liabilities at the date of the Financial Statements and reported 

amounts of revenues and expenses during the reported period.  Such estimates and assumptions affect 

the carrying value of assets and impact estimates for asset retirement obligations and reclamation costs.  

Other significant estimates made by the Company include factors affecting valuations of stock based 

compensation and the valuation of income tax accounts.  The Company regularly reviews its estimates 

and assumptions, however, actual results could differ from these estimates and these differences could 

be material. 
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2292055 Ontario Ltd. 

Condensed Interim Statements of Financial Position 

(Expressed in Canadian Dollars) 

(Unaudited) 
 

Note

 September 30,

 2018 

 December 31,

 2017 

ASSETS

Current

Cash  $                 137  $                724,886 

HST receivable 9,407 8,732

Digital asset 4 3,990                             -   

Prepaid expenses 30,000 1,040

Total current assets 43,534 734,658

Plant and equipment 5 4,230,880 4,175,805

Intangible assets 23,550 23,550

TOTAL ASSETS  $       4,297,964  $             4,934,013 

LIABILITIES

Current

Accounts payable and accrued liabilities  $          892,296  $                540,314 

Loans from related parties 6 2,255,188 2,552,330

TOTAL LIABILITIES 3,147,484 3,092,644

EQUITY

Share capital 3,611,701                 3,611,701 

Share-based payments reserve 692,000                    692,000 

Deficit          (3,153,221)               (2,462,332)

TOTAL EQUITY 1,150,480                 1,841,369 

TOTAL LIABILITIES AND EQUITY  $       4,297,964  $             4,934,013 

Nature of operations and going concern 1

Commitments 9  
 
Approved by the Board of Directors of the Company. 
 
“Catherine Stretch”           “David Argyle” 

Director  Director 

 
 
 

The accompanying notes are an integral part of these financial statements 
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2292055 Ontario Ltd. 

Condensed Interim Statements of Loss and Comprehensive Loss 

(Express in Canadian Dollars) 

(Unaudited) 
 

Three Months Ended Sept. 30, Nine Months Ended Sept. 30, 

Note 2018 2017 2018 2017

Income from digital currency mining 4  $            5,953 -$                 14,916$       $                -   

Revaluation of digital curency 4 339                 -                   (1,126)                            -   

Other income 17,550            -                   17,550                           -   

Total revenue 23,842            -                   31,340        -                 

Operating costs

Professional, consulting and management fees            204,675 67,126                    540,589          342,296 

General and administrative              24,325 66,922                    110,659          140,138 

Utilities & maintenance                5,677 (7,140)                       51,300            50,929 

Insurance                      -   -                                   -                7,575 

Travel & accommodation                1,888 2,507                        13,277              7,837 

Depreciation                3,842 -                              6,404                      - 

       Gain on debt settlement                      -   -                                   -        (2,274,770)

Total operating costs            240,407             129,415        722,229      (1,725,995)

Net (loss) income before income tax          (216,565)           (129,415)      (690,889)       1,725,995 
Net (loss) income and comprehensive (loss) 

income for the period  $      (216,565)  $       (129,415)  $  (690,889)  $   1,725,995 

Net (loss) income per share - basic and diluted (0.00)               (0.00)                (0.01)           0.06               

Weighted average number of shares outstanding 55,000,000     26,958,904      55,000,000 26,958,904    

 
 
 
 
 
 
 
 
 
 
 

The accompanying notes are an integral part of these financial statements 
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2292055 Ontario Ltd. 

Condensed Interim Statement of Changes in Shareholders’ Equity 

(Expressed in Canadian Dollars) 

(Unaudited) 
 

Number of 

Shares

Share 

Capital

Share-based 

reserve
Deficit

Total 

Shareholders' 

equity

Balance as at December 31, 2017 55,000,000         3,611,701$  692,000$            (2,462,332)$         1,841,369$          

Net loss for the period -                         -                   -                         (690,889)              (690,889)              

Balance as at September 30, 2018 55,000,000         3,611,701$  692,000$            (3,153,221)$         1,150,480$          

Balance as at December 31, 2016 30,000,000         1$                -$                       (4,723,113)$         (4,723,113)$         

Shares issued for services          10,000,000                   -                            -                            -   

Net income for the period -                         -                   -                         1,725,995            1,725,995            

Balance as at September 30, 2017 40,000,000         1$                -$                       (2,997,118)$         (2,997,118)$          
 

The accompanying notes are an integral part of these financial statements 
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2292055 Ontario Ltd. 

Condensed Interim Statements of Cash Flows 

(Expressed in Canadian dollars) 

(Unaudited) 

 

For the nine months ended September 30, Note 2018 2017

CASH FLOWS FROM:

Operating activities

Net (loss) income for the year (690,889)$           1,725,995$         

Adjustments for items not affecting cash

Depreciation 6,404                  -                      

(Gain) on debt settlement -                          (2,274,770)          

Net change in non-cash working capital items:

HST receivable (675)                    21,622                

Digital currencies 4 (3,990)                 -                          

Prepaid expenses (28,960)               -                          

Accounts payable and accrued liabilities 351,982              241,922              

Cash flows used in operating activities (366,128)             (285,231)             

Investing activities

Purchase of plant and equipment 5 (61,479)               -                          

Disposal of plant and equipment -                      104,000              

Cash flows from investing activities (61,479)               104,000              

Financing activities

Issuance of common shares -                          2,514,600           

Loans received 43,858                -                          

Loan repaid (341,000)             (2,341,109)          

Cash flows from financing activities (297,142)             173,491              

Net change in cash and cash equivalents (724,749)             (7,740)                 

Cash and cash equivalents, beginning of year 724,886              8,913                  

Cash and cash equivalents, end of year 137$                   1,173$                

Cash and cash equivalent consists of :

Cash 137$                   1,173$                

Cash equivalents -                          -                          

137$                   1,173$                

 
 

The accompanying notes are an integral part of these financial statements 



  

  

00269211-9 260 

 
1. NATURE OF OPERATIONS  
 
2292055 Ontario Ltd. (“the Company” or “Earth Renew”) was incorporated in the province of Ontario. Earth 
Renew is a Canadian company that sells high-value concentrated organic fertilizer from animal manure, 
providing an environmentally friendly waste management solution for high-intensity livestock farming. 
These high-intensity livestock operations are under significant regulatory and consumer pressure to find 
viable approaches to managing their waste by-product. 
 
Earth Renew has a full-scale commercial facility located on a 35,000-head cattle feedlot in Strathmore, 
Alberta, and an offtake agreement for retail and wholesale distribution of its product in Canada and the 
United States through Sun Country Organics.  
 
In addition to producing in-demand organic fertilizer, Earth Renew's technology applies the hot exhaust 
from a four-megawatt rated industrial natural gas turbine directly to heat processing while the turbine 
generates electricity. Excess electricity can be sold to the municipal grid or other end-users, thereby 
offsetting a significant portion of the cost of the gas used to run the plant.  
 
These financial statements are prepared on a going concern basis which assumes the Company will be 
able to meet its obligations and continue its operations for the next fiscal year.    
  
At September 30, 2018, the Company had negative working capital of $3,103,948 and a cumulative loss 
since inception of $3,153,221. The Company has a need for equity capital and financing for working capital 
and development of its projects. During 2016, the Company curtained operations and the Company had no 
revenue during 2017. These matters represent material uncertainties that cast significant doubt about the 
ability of the Company to continue as a going concern. The Company's continuance as a going concern is 
dependent upon its ability to obtain adequate financing and to reach profitable levels of operation. It is not 
possible to predict whether financing efforts will be successful or if the Company will attain profitable levels 
of operations. Management believes it will be successful in raising the necessary funding to continue 
operations in the normal course of operations and was able to close private placement financings during 
the year ended December 31, 2017. However, there is no assurance that these funds will be available on 
terms acceptable to the Company or at all.  
  
Valencia Ventures Inc. (“Valencia”) has entered into an amalgamation agreement with EarthRenew and a 
newly incorporated, wholly  owned Valencia subsidiary, dated December 1, 2017, pursuant to which 
Valencia will acquire all of the issued and outstanding shares of EarthRenew. It is expected that the 
transaction will be effected by way of a three-cornered amalgamation pursuant to which a wholly owned 
subsidiary of Valencia will amalgamate with EarthRenew, and all of the holders of shares of EarthRenew 
will receive one Valencia common share for each EarthRenew common share held. Following completion 
of the transaction, the newly amalgamated company, which will hold all of EarthRenew's assets, will be a 
wholly owned subsidiary of Valencia. The transaction will constitute a reverse takeover and a change of 
business for the company under the policies of the TSX Venture Exchange. If required pursuant to 
Exchange Policy 2.2, the company will retain a sponsor in connection with the transaction. Although Ryan 
Ptolemy is considered to be a non-arm's-length party to the transaction as he is the chief financial officer of 
each of Valencia and EarthRenew, the transaction constitutes an arm's-length transaction as defined by 
the policies of the TSX Venture Exchange. Valencia and EarthRenew are not paying any finders' fees in 
connection with the transaction. 
 
These financial statements do not reflect adjustments to the carrying value of the assets and liabilities that 
would be necessary should the Company be unable to continue operations such adjustments could be 
material.   
  
The head office of the Company is located at 65 Queen Street West, Suite 800, Toronto, Ontario, M5H 
2M5.   
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 

The principal accounting policies applied in the preparation of these financial statements are set out below. 
These accounting policies have been consistently applied to all periods presented unless otherwise stated. 
 
a) Statement of compliance 
 

These condensed interim financial statements of the Company have been prepared in accordance with 
International Accounting Standards (“IAS”) 34, Interim Financial Reporting, as issued by the International 
Accounting Standards Board (“IASB”). The policies applied in these condensed interim financial statements 
are based on International Financial Reporting Standards (“IFRS”) issued and outstanding as at September 
30, 2018. The policies as set out in the Company’s Annual Financial Statements for the twelve months 
ended December 31, 2017 were consistently applied to all the periods presented unless otherwise noted 
below. The Board of Directors approved these condensed interim financial statements for issue on 
November 23, 2018.   
 
b) Functional and presentation currency 
 
The functional currency of the Company is the currency of the primary economic environment in which it 
operates. The Company’s financial statements are presented in Canadian dollars which is the functional 
currency of the Company.     
  
In preparing the financial statements of the individual entities, transactions in currencies other than the 
entity’s functional currency (“Foreign Currencies”) are recognized at the rates of exchange prevailing at the 
dates of the transactions. At the end of each reporting period, monetary items denominated in Foreign 
Currencies are retranslated at the rates prevailing at that date. Non-monetary items carried at fair value 
that are denominated in Foreign Currencies are retranslated at the rates prevailing at the date when the 
fair value was determined. 
 
c) New and future accounting policies 
 
Certain pronouncements were issued by the IASB or the IFRIC that are mandatory for accounting periods 
on or after January 1, 2018 or later periods. Many are not applicable or do not have a significant impact to 
the Company and have been excluded.  
 
New standards and amendments adopted:  
 
IFRS 2 – Share-based Payment (“IFRS 2”) was amended by the IASB in June 2016 to clarify the accounting 
for cash-settled share-based payment transactions that include a performance condition, the classification 
of share-based payment transactions with net settlement features and the accounting for modifications of 
share-based payment transactions from cash-settled to equity-settled. The amendments are effective for 
annual periods beginning on or after January 1, 2018, with earlier application permitted. The adoption of 
this standard did not have a material impact to the financial statements.  
 
IFRS 9 – Financial Instruments (“IFRS 9”) was issued by the IASB in July 2014 and will replace IAS 39 
Financial Instruments: Recognition and Measurement. IFRS 9 uses a single approach to determine whether 
a financial asset is measured at amortized cost or fair value, replacing the multiple rules in IAS 39. The 
approach in IFRS 9 is based on how an entity manages its financial instruments in the context of its business 
model and the contractual cash flow characteristics of the financial assets. Most of the requirements in IAS 
39 for classification and measurement of financial liabilities were carried forward unchanged to IFRS 9. The 
new standard also requires a single impairment method to be used, replacing the multiple impairment 
methods in IAS 39. Requirements relating to Hedge Accounting, representing a new hedge accounting 
model, have been added to IFRS 9 in November 2013. The new model represents a substantial overhaul 
of hedge accounting which will allow entities to better reflect their risk management activities in the financial 
statements. The most significant improvements apply to those that hedge non-financial risk, and so these 
improvements are expected to be of particular interest to non-financial institutions. The standard is effective 
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for annual periods beginning on or after January 1, 2018. The adoption of this standard did not have a 
material impact to the financial statements. 
 
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
IFRS 15 - Revenue from Contracts with Customers ("IFRS 15") addresses how and when entities recognize 
revenue, as well as requires more detailed and relevant disclosures. IFRS 15 supersedes IAS 11 
Construction Contracts, IAS 18 Revenue, IFRIC 13 Customer Loyalty Programs, IFRIC 15 Agreements for 
the Construction of Real Estate, IFRIC 18 Transfers of Assets from Customers and SIC-31 Revenue - 
Barter Transactions Involving Advertising Services. The Section provides a single, principles based five-
step model to be applied to all contracts with customers, with certain exceptions. The standard is effective 
for annual periods beginning on or after January 1, 2018. Earlier application is permitted. The adoption of 
this standard did not have a material impact to the financial statements. 
 
Standards and amendments to be adopted:  
 
IFRS 16 – Leases (“IFRS 16”) was issued in January 2016 and replaces IAS 17 – Leases as well as some 
lease related interpretations. With certain exceptions for leases under twelve months in length or for assets 
of low value, IFRS 16 states that upon lease commencement a lessee recognises a right-of-use asset and 
a lease liability.  The right-of-use asset is initially measured at the amount of the liability plus any initial 
direct costs.  After lease commencement, the lessee shall measure the right-of-use asset at cost less 
accumulated depreciation and accumulated impairment. A lessee shall either apply IFRS 16 with full 
retrospective effect or alternatively not restate comparative information but recognise the cumulative effect 
of initially applying IFRS 16 as an adjustment to opening equity at the date of initial application. IFRS 16 
requires that lessors classify each lease as an operating lease or a finance lease.  A lease is classified as 
a finance lease if it transfers substantially all the risks and rewards incidental to ownership of an underlying 
asset.  Otherwise it is an operating lease.  IFRS 16 is effective for annual periods beginning on or after 
January 1, 2019. Earlier adoption is permitted if IFRS 15 has also been applied. 
 
d) Revenue recognition 

 
Revenue comprises of the fair value of consideration received or receivable for the provision of services in 
the ordinary course of business. The Company derives its revenue from digital currency received for 
providing “mining” services to various digital currency blockchains. Mining is the process by which 
transactions are verified and added to the blockchain. A miner is only able to validate transactions once 
their computer equipment has solved a computationally difficult puzzle. Revenue is recognized according 
to the five-step model in IFRS 15, Revenue from contracts with customers. Digital currency mining is the 
ordinary business activity of the Company, and the consideration received meets the definition of revenue 
as income arising in the course of the Company's ordinary activities. The Company has determined that 
the substance of its mining activities is a service provision under the scope of IFRS 15 notwithstanding the 
lack of a formal contractual arrangement under which it provides such services as the services are provided 
through the block chain protocol. Also, there is no collaboration arrangement within the block chain, and 
the Company’s rights and obligations are implied by the customary business practices prevalent within the 
industry. 
 
Revenue is recognized by the Company when payment, in the form of digital currency, is received for mining 
services rendered. Revenue earned from digital currency mining activities is recognized at the fair value of 
the digital currency received as consideration on the date of actual receipt. Fair value is measured using 
the closing price on Coin Market Cap on the date of receipt. Revenue is recognized daily at the Canadian 
dollar value for the digital currencies mined. During the period, the Company recognized $14,916 in revenue 
from Bitcoin mining. 
 
Costs of fulfilling and revenue associated with the Company’s performance obligations are incurred 
simultaneously. The Company has not deferred any expenditures with regards to fulfilling its contracts. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
e) Digital assets 

Digital Assets consist of digital currencies generated from the Company’s mining activities. The Company 
classifies and measures Digital Assets at fair value and realized and unrealized gains and losses are 
recorded through profit and loss. The Company obtains the equivalency rate of tradeable Digital Assets to 
USD from Coin Market Cap, a source that aggregates data from multiple exchanges and applies a 
methodology to determine the best quoted USD price on the date the digital assets were generated. The 
Company converts the price from USD to CAD based on the closing exchange rate on the date of asset 
generation. Subsequent to initial recognition, Digital Assets are remeasured at each reporting period to the 
Canadian dollar price. The resulting gain or loss from subsequent remeasurement is recognized in the 
consolidated statement of comprehensive income (loss) as a fair value remeasurement of Digital Assets. 
The equivalency rate obtained from Coin Market Cap represents a generally well recognized quoted price 
for tradeable Digital Assets, and this information and all related databases are accessible to the Company, 
 
3. SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS  

The preparation of the financial statements in conformity with IFRS requires the Company’s management 
to make judgments, estimates and assumptions about future events that affect the amounts reported in the 
financial statements and related notes to the financial statements.  Although these estimates are based on 
management’s best knowledge of the amount, event or actions, actual results may differ from these 
estimates. 

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognized in the period in which the estimates are revised and in any future periods affected.  

The significant areas of estimation and uncertainties considered by management in preparing the 
consolidated financial statements include: 

Critical judgement in applying accounting policies: 

 Assets’ carrying values and impairment charges 

In the determination of carrying values and impairment charges, management looks at the higher 
of recoverable amount or fair value less costs to sell in the case of assets and at objective evidence, 
significant or prolonged decline of fair value on financial assets indicating impairment. These 
determinations and their individual assumptions require that management make a decision based 
on the best available information at each reporting period. 

 Contingencies 

Refer to Note 9. 

Key sources of estimation uncertainty: 

 Depreciation rates 

All property, plant and equipment, with the exception of leasehold improvements, are depreciated 
on a straight-line basis over three to five years, which the Company believes is the best 
approximation of the asset utility to the Company. If the estimated life had been longer by than 
management’s estimate, the carrying amount of the asset would have been higher. 

 

 Accounting for Digital Assets 
At present, there is limited guidance in IFRS on the recognition and measurement of Digital Assets. 
Noted below are the key policies used to account for these assets. 
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3. SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS (CONTINUED) 

 

 Fair value of Digital Assets 
Digital Assets are measured at fair value using the quoted price on www.coinmarketcap.com. 
Management considers this fair value to be a Level 2 input under IFRS 13 Fair Value Measurement 
fair value hierarchy as the price on this source represents an average of quoted prices on multiple 
digital currency exchanges. The Digital Assets are valued based on the closing price obtained from 
www.coinmarketcap.com (“Coin Market Cap”) at the reporting period corresponding to the different 
Digital Assets mined by the Company. The Company is relying on the data available at 
www.coinmarketcap.com to be an accurate representation of the closing price for the different 
Digital Assets. 

 

 Useful life of mining equipment 
Management is amortizing mining equipment at four years on a straight-line basis. The mining 
equipment are used to generate digital assets (refer to discussion on revenue recognition in Note 
2d). The rate at which the Company generates digital currencies and, therefore, consumes the 
economic benefits of its mining equipment are influenced by a number of factors including the 
following: 

- the complexity of the mining process which is driven by the algorithms contained within 
the digital assets open source software; and 
- the general availability of appropriate computer processing capacity on a global basis 
technological obsolescence reflecting rapid development in the mining machines such that 
more recently developed hardware is more economically efficient to run in terms of digital 
assets mined as a function of operating costs, primarily power costs (i.e., the speed of 
mining machines evolution in the industry) is such that later mining machines models 
generally have faster processing capacity combined with lower operating costs and a lower 
cost of purchase. 

 
Based on the Company’s, and the industry’s, short life cycle to date, management is limited by the 
market data available. Furthermore, the data available also includes data derived from the use of 
economic modelling to forecast future digital assets and the assumptions included in such 
forecasts, including digital currencies’ (such as Bitcoin and Ethereum) price and network difficulty, 
are derived from management’s assumptions which are inherently judgmental. Based on current 
data available management has determined that the straight line method of amortization over four 
years best reflects the current expected useful life of mining equipment. Management will review 
this estimate at each reporting date and will revise such estimates as and when data becomes 
available. The mining equipment has been assumed to have no residual value at the end of its 
useful life. Management will review the appropriateness of its assumption of nil residual value at 
each reporting date.  

 
As set out in Note 4 management also assess whether there are any indicators of impairment of 
mining equipment at the end of each reporting period and if any such indication exists, the Company 
will estimate the recoverable amount of its mining equipment. 

 

 

 

 

 

 

 

 

 

 

 

 

 

http://www.coinmarketcap.com/
http://www.coinmarketcap.com/
http://www.coinmarketcap.com/
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4. Digital Assets 
 
Digital assets consist of Bitcoin and Ethereum coins. Below is a continuity of digital assets mined, 
acquired through purchase, settled and revalued during the three and nine months ended September 30, 
2018. 

Units Value

Opening Balance, January 1, 2018 -             -$                

Mined additions 1.56439 14916

Purchased additions -             -                   

Settlements -             -                   

Sold (1.0978)    (9,800)             

Unrealized loss in fair value through profit and loss -             (1,126)             

Ending balance, September 30, 2018 0.46659 3,990$            

Bitcoins

 
 
5. PLANT AND EQUIPMENT 

Reconciliation of the carrying amount for the nine months ended September 30, 2018 and December 31, 
2017 follows: 

Equipment Buildings Plant Total

Cost as at December 31, 2016 -                 642,185             3,638,120       4,280,305         

Disposals -                 -                           104,500           104,500            

Cost as at December 31, 2017 -                 642,185             3,533,620       4,175,805         

Acquisition 61,479      -                           -                        61,479              

Cost as at September 30, 2018        61,479               642,185         3,533,620          4,237,284 

Accumulated Depreciation 

Balance 2016 and 2017                   -                            -                          - -                          

Charge for period          6,404                            -                          - 6,404                 

Balance at September 30, 2018          6,404                            -                          -                  6,404 

Net book value as at September 30, 2018 55,075      642,185             3,533,620       4,230,880         

Net book value as at December 31, 2017 -                 642,185             3,533,620       4,175,805          
 
The recorded value of the plant and equipment reflects the distressed value of the assets when they were 
purchased out of bankruptcy less adjustments for specific equipment subsequently disposed at the 
estimated carrying value. 
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6. RELATED PARTY TRANSACTIONS 

The Company entered into the following transactions in the ordinary course of business with related parties 
that are not subsidiaries of the Company.  

Loans Payable 

The Company entered into the loan agreement with 0890241 B.C. Ltd. 0890241 B.C. Ltd. provided a 
demand loan to the Company. This loan is unsecured. The principal and interest totaling $2,100,752 was 
outstanding at September 30, 2018. Directors of the Company are also directors of 0890241 B.C. Ltd. 

On November 14, 2017, the Company borrowed $100,000 from Aberdeen International Inc. The interest 
rate on the loan is 12%, The loan is repayable including the principal and accrued interest on or before 
November 14, 2018. The balance of loan including accrued interest was $110,578 as of September 30, 
2018. An officer of the Company is also an officer of Aberdeen International Inc. 
 
Director and officers advance funds to the Company. These advances are unsecured and bear interest at 
5%. Advances totaling $43,858 was outstanding at September 30, 2018. 
 
7. CAPITAL MANAGEMENT 

The Company considers its capital structure to consist of share capital. The Company manages its capital 
structure and makes adjustments based on the funds available to support the development of its operations. 
The board of directors has not established quantitative return on capital criteria for management and relies 
on the expertise of management and the board of directors to sustain future development of the business. 
 
The Company is dependent upon external financing to fund its activities. To continue to carry out the 
Company’s planned development and funding of ongoing administrative expenses the Company will utilize 
its existing working capital and will raise additional capital as appropriate. 

The management and board of directors of the Company review its capital management approach on an 
ongoing basis and believe it reflects a reasonable approach given the relative size of the Company’s assets. 
There were no changes to the approach of management and the board of directors to capital management 
for the nine months ended September 30, 2018. The Company is not subject to externally imposed capital 
requirements. 

 
8. FINANCIAL RISK MANAGEMENT 
 
The Company’s activities expose it to a variety of financial risks including market risk (including currency, 
commodity and cash flow interest rate risk), fair value risk, credit risk, liquidity risk and capital risk.  
 

Fair value hierarchy 
 
The three levels of the fair value hierarchy with respect to required disclosures about the inputs to fair value 
measurements are: 
 

 Level 1 – Unadjusted quoted prices in active markets for identical assets or liabilities; 

 Level 2 – Inputs other than quoted prices that are observable for the asset or liability either directly or 
indirectly; and, 

 Level 3 – Inputs that are not based on observable market data. 
 
As at September 30, 2018 and 2017, the Company’s cash, classified as assets at fair value through profit 
and loss, have been classified as Level 2 financial instruments.  
 
The carrying value of cash, amounts receivable, and accounts payable and accrued liabilities reflected in 
the statement of financial position approximate fair value because of the relatively short-term maturities. 
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8. FINANCIAL RISK MANAGEMENT (CONTINUED) 
 
Foreign currency risk 
 
The Company funds the operations and maintains a head office in Canada. A portion of the Company’s 
expenses are denominated in U.S. dollars and Canadian dollars. Consequently, the Company is exposed 
to fluctuations in foreign exchange rates. The Company has not used derivative instruments to reduce its 
exposure to foreign exchange fluctuations.  
 
Credit risk 
 
The Company's credit risk is primarily attributable to cash and amounts receivable. The Company has no 
significant concentration of credit risk arising from operations. Cash and cash equivalents consist of cash 
held in financial institutions from which management believes the risk of loss to be remote.  
 
Liquidity risk 
 
As at September 30, 2018, the Company had negative net working capital. The Company expects to 
complete future equity or other debt financings, as required and available.  
 
9. COMMITMENTS AND CONTINGENCIES 
 

Management Contract Contingencies 
 
The Company is party to certain management contracts. These contracts contain minimum commitments 
and additional contingent payments upon the occurrence of a change of control. As the likelihood of a 
change of control is not determinable, the contingent payments have not been reflected in these financial 
statements.  
 
Legal Contingencies 

The Company may be involved in legal proceedings from time to time, arising in the ordinary course of its 
business. The amount of ultimate liability with respect to these actions will not, in the opinion of 
management, materially affect the Company, results of operations or cash flows. There were no material 
outstanding legal proceedings as of September 30, 2018. 
 
Environmental Contingencies 
The Company’s activities are subject to laws and regulations governing the protection of the environment. 
These laws and regulations are continually changing and generally becoming more restrictive. The 
Company believes its activities are materially in compliance with all applicable laws and regulations.  
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2292055 ONTARIO LTD. 

MANAGEMENT’S DISCUSSION AND ANALYSIS 

FOR THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2018 
(Containing information through November 23, 2018 unless otherwise noted) 

 

Background 

This Management’s Discussion and Analysis (“MD&A”) has been prepared based on 

information available to 2292055 Ontario Ltd. (“we”, “our”, “us”, “EarthRenew” or the 

“Company”) as of November 23, 2018 unless otherwise noted. The MD&A provides a detailed 

analysis of the Company’s operations and compares its financial results with those of the 

previous periods and should be read in conjunction with our condensed interim financial 

statements for the three and nine months ended September 30, 2018 and 2017 and MD&A as at 

and for the three and nine months ended September 30, 2018. The financial statements and 

related notes of EarthRenew have been prepared in accordance with International Financial 

Reporting Standards (“IFRS”) and do not reflect the adjustments that would be necessary should 

the Company be unable to continue as a going concern and therefore be required to realize its 

assets and liquidate its liabilities and commitments in other than the normal course of business 

and at amounts different from those in the accompanying financial statements.  

 

Please refer to the notes of the December 31, 2017, 2016 and 2015 annual financial statements 

for disclosure of the Company’s significant accounting policies.  Unless otherwise noted, all 

references to currency in this MD&A refer to Canadian dollars.   

 

Additional information relating to the Company can be found on the EarthRenew website at 

www.EarthRenew.ca. 

 

Cautionary Statement Regarding Forward Looking Information 

Except for statements of historical fact relating to EarthRenew, certain information contained 

herein constitutes forward-looking information under Canadian securities legislation.  Forward-

looking information includes, without limitation, statements with respect to power generation and 

fertilizer aspect: the anticipated benefits of the products; the production rate of our Strathmore 

Plant; the energy efficiency and net energy costs of our Strathmore Plant; future production; the 

supply and demand for organic matter fertilizers in agriculture and other industries; emissions 

reductions and credits from various activities; the development of markets for our organic matter 

fertilizer and the demand for organic matter fertilizer; anticipated availability and sources of 

future financing; the commercialization of additional applications of  EarthRenew’s technology; 

growth expectations and plans; the ability to enter into additional Host agreements; the ability to 

hire and retain sufficient personnel; operating costs at the Strathmore Plant; and results of trials 

of products.  With respect to forward-looking statements contained in this MD&A, we have 

made assumptions regarding, among other things: future prices of fertilizer and soil products; 

future prices of natural gas and electricity; the actual and expected results of manufacturing 

activities; organic waste composition including qualities and quantities; market acceptance of our 

products; ability to obtain equipment from suppliers; ability to obtain additional financing on 

satisfactory terms; ability to obtain and enforce our intellectual property rights; ability to obtain 

qualified staff and equipment in a timely and cost-efficient manner; the regulatory framework 

governing our operations and environmental matters in the jurisdictions in which EarthRenew 
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conducts and will conduct its business; future production levels; operating costs associated with 

the operation of EarthRenew’s plants; future capital expenditures to be made by EarthRenew; 

products will perform as indicated in research trials; ability to execute our growth plans; ability 

to enter into additional Host agreements; ability to quantify and verify emissions reductions and 

credits within established emissions credit regimes; ability to obtain required permits, grid access 

and power purchase arrangements for our second generation plants; ability to obtain organic inputs 

for our plants; the operation of our second generation plants, including in respect of matters referenced 

elsewhere in this prospectus; and the operation of our Strathmore Plant. The words “anticipates”, 

‘‘plans’’, ‘‘expects’’, “indicative”, “intend”, ‘‘scheduled’’, “timeline”, ‘‘estimates’’, ‘‘forecasts”, 

“guidance”, “opportunity”, “outlook”, “potential”, “projected”, “schedule”, “seek”, “strategy”, 

“study” (including, without limitation, as may be qualified by “feasibility” and “pre-feasibility”), 

“targets”, “models”, or ‘‘believes’’, or variations of or similar such words and phrases or 

statements that certain actions, events or results ‘‘may’’, ‘‘could’’, ‘‘would’’, or ‘‘should’’, 

‘‘might’’, or ‘‘will be taken’’, ‘‘occur’’ or ‘‘be achieved’’ and similar expressions identify 

forward-looking information.  Forward-looking information is necessarily based upon a number 

of estimates and assumptions that, while considered reasonable by EarthRenew and its external 

professional advisors as of the date of such statements, are inherently subject to significant 

business, economic and competitive uncertainties and contingencies. There can be no assurance 

that forward-looking statements will prove to be accurate, as actual results and future events could 

differ materially from those anticipated in such statements.   

Forward-looking information is provided for the purpose of providing information about 

management’s expectations and plans relating to the future.  All of the forward-looking 

statements made in this MD&A are qualified by these cautionary statements and those made in 

the ‘‘Risk Factors’’ section of this MD&A.  These factors are not intended to represent a 

complete list of the factors that could affect EarthRenew. EarthRenew disclaims any intention or 

obligation to update or revise any forward-looking information or to explain any material 

difference between subsequent actual events and such forward-looking information, except to the 

extent required by applicable law. 

 

Overview of the Company 

 

EarthRenew is a sustainable power-generation company.  The waste heat from the power 

generation is used to process and deliver nutrient-rich, slow-release pelleted organic fertilizers. 

EarthRenew’s competitive advantage rests in its unique ability to convert natural gas to 

electricity from an industrial-sized gas turbine and in so doing capture waste heat exhaust to dry 

manure feedstock to make organic fertilizer.  EarthRenew has a commercial scale power 

generation and organic fertilizer plant in Strathmore, Alberta known as the Strathmore Plant that 

is located on a 25,000 head cattle feedlot.  

 

The Strathmore Plant has the capacity to generate approximately four MWh of electricity per 

hour. EarthRenew expects to re-commence its electricity generation operations at the Strathmore 

Plant in Q1 2019.This electricity, which is already synchronized with the electrical grid system, 

can be used for other applications at the Strathmore Plant or sold to the electrical grid to meet 

price spikes occasioned by supply shortages and/or sudden surges in the demand for electricity. 

In the future, EarthRenew expects to use about 1.5MWh of the 4.0 MWh generated by the 

Strathmore Plant to power the fertilizer production equipment and controls to produce pelleted 

organic fertilizers. The Strathmore Plant (first commissioned in 2008), was proven capable of 
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producing sellable organic fertilizers.  EarthRenew intends to upgrade the existing facility to 

address past design and process limitations and has engaged a team of engineers, construction 

and supply chain management to recommission the organic fertilizer production component. 

As explained below, EarthRenew intends to re-start the fertilizer production facility at the 

Strathmore Plant to produce as much as 60,000 tonnes of nutrient-rich, slow-release organic 

fertilizers annually for sale in the Mid-Western United States and Western Canada.  EarthRenew 

has executed an off-take agreement with Sun Country Organics pursuant to which substantially 

all the organic fertilizer produced by EarthRenew at the Strathmore Plant will be purchased by 

Sun Country Organics for wholesale and retail distribution.   

 

As a third phase of EarthRenew’s growth and expansion plans, management is working to 

identify and analyse potential locations in Europe and North America suitable for additional 

power generation and organic fertilizer production facilities such as the Strathmore Plant.  To 

that end, EarthRenew has entered into a Letter of Intent with a UK dairy operation to develop 

plans to build a second facility like the Strathmore Plant co-located with the dairy. 

 

Outlook 

EarthRenew is seeking to maximize the value of the power generation facilities by building on-

site demand (including neighbour feedlot site).  To accomplish this objective, EarthRenew 

intends to: 

 Maximize the value of the electricity through consistent behind the fence load 

development.  This includes direct connection into the neighbouring feedlot and 

developing cryptocurrency mining units. 

 Produce excess power on an opportunistic basis to capture periods of elevated pricing 

available over extended periods on the Alberta electricity grid. 

Milestones 

 Develop additional opportunities for consistent base load with on-site and neighbouring 

site clients (ongoing through 2019). 

 

Summary of Quarterly Results 

The following is a summary of the Company’s financial results for the eight most recently 

completed quarters: 
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Q3-2018 Q2-2018 Q1-2018 Q4-2017 Q3-2017 Q2-2017 Q1-2017 Q4-2016 Q3-2016

30-Sep 30-Jun 31-Mar 31-Dec 30-Sep 30-Jun 31-Mar 31-Dec 30-Sep

2018 2018 2018 2017 2017 2017 2017 2016 2016

Revenue $23,842 $7,497 $0 $0 $0 $0 $0 $0 $2,622 

Net loss ($216,565) ($259,842) ($214,481) $537,035 $2,143,107 ($145,122) ($274,240) ($83,920) ($223,236)

Net loss per share $0.00 ($0.01) ($0.00) $0.02 $0.08 ($0.01) ($0.01) ($0.00) ($0.01)

Working Capital* ($3,103,950) ($2,892,726) ($2,635,446) ($2,357,986) ($4,527,880) ($7,935,787) ($7,794,665) ($9,026,966) ($7,826,904)

Total Assets  $  4,297,964  $  4,282,490  $  4,354,351 $4,934,013 $4,200,484 $4,233,076  $  4,233,327 $4,336,095 $4,406,493 

Total Non-current

Liabilities NIL NIL NIL NIL NIL NIL NIL NIL NIL

* Working Capital is defined as current assets minus current liabilities.  Working capital is a Non-IFRS 

figure without a standardized meaning.  Please see “Non-IFRS Measures” for a reconciliation. 

Factors Affecting Comparability of Quarters 

Results of operations can vary significantly due to a number of factors.  The Company’s level of 

activity and expenditures during a specific quarter are influenced by a number of factors, 

including the level of working capital, the availability of external financing, the nature of 

activity, and the number of personnel required to advance each individual project.   

 

Energy sales fluctuated over the quarters due to turbine production which dependent on 

electricity price sold to the Alberta energy grid. The Company had no energy sales in 2017. The 

Company started earning revenue in Q2 2018 from its Bitcoin mining activities. 

 

Net loss has fluctuated quarterly reflecting the increase operating costs of the Company over the 

quarters. Q3 and Q4 2017 net income was a result of the gain of settlement of debt and reversal 

of previous accrued management fees. 

 

Negative working capital has increased over the quarters as the Company drew down on its grid 

note and accrued expenses. Negative working capital improved in Q3 and Q4 2017 as the 

Company settlement some of its debt. 

 

No significant changes in accounting principles during the eight recent quarter periods generated 

no variances over balances     

 

Summary of Annual Results 
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2017 2016 2015

Energy Sales $0 $266,126 $63,714 

Net income (loss) $2,260,782 ($572,997) ($710,265)

Net loss per share $0.08 ($0.02) ($0.04)

Working Capital* ($2,357,986) ($9,026,966) ($8,469,771)

Total Assets $4,934,013 $4,336,095 $4,325,305 

Total Non-current Liabilities $Nil $Nil $Nil  
 

Results of Operations – Financial 

The following is a discussion of the results of operations of the Company for the three and nine 

months ended September 30, 2018 and 2017.  This should be read in conjunction with the 

Company’s condensed financial statements for the three and nine months ended September 30, 

2018 and 2017 and related notes.    

 

For the three months ended Sept 30, 2018 and 2017:  

2018 2017

 Net (loss)  $            (216,565)  $             (129,415)

 Income from digital currency mining                     5,953                             -   

 Revaluation of digital currency                        339                             -   

 Other revenue                   17,550                             -   

 Professional, consulting and management fees                 204,675                     67,126 

 General and administration                   24,325                     66,922 

 Utilities & maintenance                     5,677                     (7,140)

 Insurance                           -                               -   

 Travel and accomodation                     1,888                       2,507 

 Depreciation                     3,842                             -   

Three months ended September 30,

 
 

For the three months ended September 30, 2018, the Company recorded a net loss of $216,565 

compared to a net loss of $129,415 for the three months ended September 30, 2017.  

 

Professional, consulting and management fees were $204,675 for the three months ended 

September 30, 2018 compared to $67,126. The increased fees were a result of increased 

consultants. 

 

General and administration was $24,325 for the three months ended September 30, 2018 

compared to $66,922, in 2017. General and administration was lower in 2018 due to cost 

reductions. 

  

Utilities and maintenance was $5,677 for the three months ended September 30, 2018 compared 

to $(7,140) in 2017. Repair costs in 2018 resulted in higher utilities and maintenance costs in 

2018.  
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During the three months ended September 30, 2018 the Company used cash in operating 

activities of $8,542. The Company received $3,525 in loans during the three months ended 

September 30, 2018. 

 

For the nine months ended September 30, 2018 and 2017:  

 

2018 2017

 Net (loss) income  $            (690,889)  $            1,725,995 

 Income from digital currency mining                   14,916                             -   

 Revaluation of digital currency                    (1,126)                             -   

 Other revenue                   17,550 

 Professional, consulting and management fees                 540,589                   342,296 

 General and administration                 110,659                   140,138 

 Utilities & maintenance                   51,300                     50,929 

 Insurance                           -                         7,575 

 Travel and accomodation                   13,277                       7,837 

 Depreciation                     6,404                             -   

 Gain on debt settlement                           -                (2,274,770)

Nine months ended September 30,

 
For the nine months ended September 30, 2018, the Company recorded a net loss of $690,889 

compared to a net income of $1,725,995 for the nine months ended September 30, 2017.  

 

Professional, consulting and management fees were $540,589 for the nine months ended 

September 30, 2018 compared to $342,296. The increased fees were a result of increased 

consultants. 

 

General and administration was $110,659 for the nine months ended September 30, 2018 

compared to $140,138 in 2017. General and administration was lower in 2018 due to cost 

reductions.  

 

Gain on debt settlement was $nil for the nine months ended September 30, 2018 compared to 

$2,274,770 in 2017. An outstanding loan was settled with shares resulting in a gain. 

 

During the nine months ended September 30, 2018 the Company used cash in operating 

activities of $366,128. The Company repaid $341,000 in loans and received $43,858 in loans 

during the nine months ended September 30, 2018. The Company spent $61,479 on Bitcoin 

mining equipment in 2018. 

 

Liquidity and Capital Resources 

Given the nature of the Company’s operations, the most relevant financial information relates 

primarily to current liquidity, solvency and planned expenditures.  The Company’s financial 

success will be dependent upon the success restart of the turbine which leads to the electricity 

production.  Such development may take years to complete and the amount of resulting income, 

if any, is difficult to determine.  
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The Company currently has a negative operating cash flow and finances its operations through 

equity financings.  The Company’s financial success will be dependent on the economic viability 

of its projects.  

The Company had working capital of $(3,103,950) as at September 30, 2018 (December 31, 

2017 – $(2,357,987) including cash and cash equivalents of $137 (December 31, 2017 - 

$724,886).  None of the cash equivalents are invested in asset-backed securities. 

 

The Company’s estimate of the adequacy of its working capital is a forward-looking statement as 

it involves known and unknown risks, uncertainties and other factors. Actual results could differ, 

perhaps materially; with the result that the adequacy of working capital required for fiscal year 

2018 expressed by such forward-looking statements is materially different than so stated. Also, 

the ability of the Company to successfully acquire and develop projects or to continue 

development of its current project is conditional on its ability to secure financing when required.  

 

The Company proposes to meet any additional financing requirements through equity financing 

when required. In light of the continually changing financial markets, there is no assurance that 

funding by equity subscriptions will be possible at the times required or desired by the Company. 

See “Cautionary Statement Regarding Forward Looking Information”. 

 

Non-IFRS Measures 

The Company has included a Non-IFRS performance measure, working capital, throughout this 

document. This is a common Non-IFRS performance measure but does not have a standardized 

meaning.  The Company believes that, in addition to conventional measures prepared in 

accordance with IFRS, we and certain investors use this information to evaluate the Company’s 

performance and ability to generate cash, profits and meet financial commitments.  This Non-IFRS 

measure is intended to provide additional information and should not be considered in isolation or 

as a substitute for measures of performance prepared in accordance with IFRS.  The following 

tables provide a reconciliation of working capital to the financial statements as at September 30, 

2018 and December 31, 2017. 

30-Sep-18 31-Dec-17

Current Assets

Cash 137               724,886        

HST Receivable 9,407            8,732            

Digital currency 3,990            -                

Prepaid Expenses 30,000          1,040            

Total Current Assets 43,534          734,658        

Current Liabilities

Accounts Payables and Accrued Liabilities 892,296        540,314        

Loans From Related Parties 2,255,188     2,552,330     

Total Current Liabilities 3,147,484     3,092,644     

Working Capital (3,103,950)    (2,357,987)     
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Capital Risk Management 

The Company’s capital includes cash and equity, comprised of issued shares, share-based 

payment reserve and deficit, in the definition of capital.  The Company’s objective when 

managing capital is to maintain its ability to continue as a going concern in order to provide 

returns for shareholders and benefits for other stakeholders. 

 

The Company manages its capital structure and makes adjustments to it based on the funds 

available to the Company in order to support the acquisition and project development.  The 

Board of Directors does not establish quantitative return on capital criteria for management but 

rather relies on the expertise of the Company’s management and consultants to sustain future 

development of the business. 

 

The Company is dependent upon external financings to fund activities. In order to carry out 

planned engineering, test work, advancement and development of projects, and pay for 

administrative costs, the Company will spend working capital and expects to raise the additional 

funds from time to time as required.  

 

Management reviews its capital management approach on an ongoing basis and believes that this 

approach is reasonable given the relative size of the Company.  There were no changes in the 

Company’s approach to capital management during the nine months ended September 30, 2018. 

The Company is not subject to externally imposed capital requirements. 

 

Commitments and contingencies 

 

Management Contracts 

The Company is party to certain management contracts. These contracts contain minimum 

commitments and additional contingent payments upon the occurrence of a change of control. As 

the likelihood of a change of control is not determinable, the contingent payments have not been 

reflected in these financial statements.  

 

Legal contingencies 

The Company is, from time to time, involved in various claims and legal proceedings.  The 

Company cannot reasonably predict the likelihood or outcome of these activities. The Company 

does not believe that adverse decisions in any pending or threatened proceedings related to any 

matter, or any amount that may be required to be paid in connection thereto, will have a material 

effect on the financial condition or future results of operations.  As at September 30, 2018, no 

amounts have been accrued related to such matters. 

 
Environmental Commitments 

The Company’s activities are subject to various federal, state and international laws and 

regulations governing the protection of the environment.  These laws and regulations are 

continually changing and generally becoming more restrictive.  The Company conducts its 

operations so as to protect public health and the environment and believes its operations are 

materially in compliance with all applicable laws and regulations.  The Company has made, and 

expects to make in the future, expenditures to comply with such laws and regulations. 
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Off Balance Sheet Arrangements 
 

The Company is not party to any off-balance sheet arrangements. 

 

Related Party Transactions 
 

Loans Payable 

The Company entered into the loan agreement with 0890241 B.C. Ltd. 0890241 B.C. Ltd. provided 

a demand loan to the Company. This loan is unsecured and bears interest at 3%. The principal and 

interest totaling $2,100,752 was outstanding at September 30, 2018 (December 31, 2017 - 

$2,450,752). Directors of the Company are also directors of 0890241 B.C. Ltd. 

On November 14, 2017, the Company borrowed $100,000 from Aberdeen International Inc. The 

interest rate on the loan is 12%. The loan is repayable including the principal and accrued interest 

on or before November 14, 2018. The balance of loan including accrued interest was $110,578 as 

of September 30, 2018. An officer of the Company is also an officer of Aberdeen International 

Inc. 

The amounts outstanding are unsecured and will be settled in cash. No guarantees have been 

given or received. No expense has been recognized in the current or prior periods for bad or 

doubtful debts in respect of the amounts owed by related parties. 

 

Director and officers advance funds to the Company. These advances are unsecured and bear 

interest at 5%. Advances totaling $43,858 was outstanding at September 30, 2018 (December 31, 

2017 - $nil). 

 

Compensation of key management personnel of the Company 

The remuneration of directors and other members of key management personnel during the 

period were as follows:  

 

2018 2017

Short-term benefits  $         180,000  $         180,000 

180,000$          180,000$          

September 30,

Six months ended

 
 

In accordance with IAS 24 Related Party Disclosures, key management personnel are those 

persons having authority and responsibility for planning, directing and controlling the activities 

of the Company, directly or indirectly, including any directors (executive and non-executive) of 

the Company.  

 

The remuneration of directors and key executives is determined by the compensation committee 

having regard to the performance of individuals and market trends.  

 

Financial Instruments and Other Instruments 
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The carrying value of cash and cash equivalents, prepaid expenses, sundry receivable, accounts 

payable and finance leases approximate their fair values due to the short maturity of those 

instruments.  

 

The Company's risk exposures and their impacts on the Company's financial instruments are 

summarized below.  There have been no significant changes in the risks, objectives, policies and 

procedures for managing risk during the nine months ended September 30, 2018.  

 

Credit risk  

The Company's credit risk is primarily attributable to cash and amounts receivable. The 

Company has no significant concentration of credit risk arising from operations. Cash and cash 

equivalents consist of cash held in financial institutions from which management believes the 

risk of loss to be remote.  

 

Liquidity risk  

 

The Company manages liquidity risk by maintaining adequate cash and cash equivalent balances.  

The Company continuously monitors and reviews both actual and forecasted cash flows, and also 

matches the maturity profile of financial assets and liabilities.  

As at September 30, 2018, the Company had current assets of $43,534 (December 31, 2017 - 

$734,658) to settle current liabilities of $3,147,484 (December 31, 2017 - $3,092,644). 

Approximately $892,294 (December 31, 2016 - $540,314) of the Company's financial liabilities 

as at September 30, 2018 have contractual maturities of less than 30 days and are subject to normal 

trade terms. 

Market risk  

(a) Interest rate risk  

The Company’s cash equivalents are subject to interest rate cash flow risk as they carry variable 

rates of interest.  The Company’s interest rate risk management policy is to purchase highly 

liquid investments with a term to maturity of one year or less on the date of purchase.  

 

Currency Risk 

 

The Company funds the operations and maintains a head office in Canada. A portion of the 

Company’s expenses are denominated in U.S. dollars and Canadian dollars. Consequently, the 

Company is exposed to fluctuations in foreign exchange rates. The Company has not used 

derivative instruments to reduce its exposure to foreign exchange fluctuations. The Company 

does not engage in any hedging activity to mitigate this risk. 

 

Outstanding Share Data  

 

As at September 30, 2018 the Company has 55,000,000 common shares issued and outstanding. 

As at September 30, 2018 the Company had 4,000,000 stock options with an exercise price of 

$0.25 and expire on July 21, 2021. 
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Risks and Uncertainties 
 
Electricity Generation 

Changes in the Price of Electricity 

A portion of the EarthRenew’s revenues will be tied, either directly or indirectly, to the market 

price for electricity. Market electricity prices are impacted by a number of factors including: the 

strength of the economy, the available transmission capacity, the price of fuel that is used to 

generate electricity (and, accordingly, certain of the factors that affect the price of fuel described 

below); the management of generation and the amount of excess generating capacity relative to 

load in a particular market; the cost of controlling emissions of pollution, including the cost of 

carbon; the structure of the particular market; and weather conditions that impact electrical load. 

As a result, Earthrenew cannot accurately predict future electricity prices and electricity price 

volatility could have a material adverse effect on the EarthRenew.  

 

Regulatory Risk 

The regulatory framework under which power generation is governed is impacted by significant 

shifts in government policy and changes in government, which creates uncertainty about public 

policy priorities and directions, particularly around electricity and environmental issues. The 

regulations that govern the competitive wholesale and retail electricity markets in Alberta 

continue to evolve and the extent to which the government of Alberta may participate in, and 

make adjustments to, the regulations cannot be foreseen.  

 

Third Party Transmission Systems 

The Strathmore Plant relies on a regional transmission system and related facilities that are 

owned and operated by third parties and have both regulatory and physical constraints that could 

impede the EarthRenew’s access to electricity markets. EarthRenew’s power generation facilities 

depend on electric transmission systems and related facilities owned and operated by third 

parties to deliver the electricity that is generated to delivery points where ownership changes. 

These grids operate with both regulatory and physical constraints which in certain circumstances 

may impede access to electricity markets. There may be instances in system emergencies in 

which power generation facilities are physically disconnected from the power grid, or production 

curtailed, for short periods of time.  In addition, the EarthRenew’s power generation facilities in 

the future may not be able to secure access to this interconnection or transmission capacity at 

reasonable prices, in a timely fashion or at all, which could then cause delays and additional 

costs in attempting to negotiate or renegotiate applicable power purchase agreements. Any such 

increased costs and delays could delay the commercial operation dates of any new projects and 

negatively impact the EarthRenew’s revenues and financial condition. 

 

Organic Fertilizer Production 

Limited Operating History 

EarthRenew commenced commercial operations at its Strathmore Plant in April 2008. Future 

growth plans involve expansion in the United States or Europe where EarthRenew has not 

developed a plant or produced fertilizer. Accordingly, EarthRenew will have a relatively limited 

operating history from which an investor can evaluate its business and prospects. EarthRenew has 

generated net losses and negative cash flow from operations since the commencement of 

operations and EarthRenew is expected to incur net losses and negative cash flow from 
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operations for a significant period of time following Closing as it expands its operations, re-

launches organic fertilizer productions and applies for regulatory permits and approvals. 

Unproven Products and Unproven Markets 

EarthRenew’s fertilizer products are relatively new and are unproven in the marketplace. There 

are no assurances that EarthRenew’s products will receive the broad market acceptance required 

for commercialization. Actual or perceived problems with quality control, performance or cost 

effectiveness of our products, including in relation to competition or alternative products, may 

lead to a lack of confidence and harm EarthRenew’s ability to successfully commercialize its 

products. 

The market for EarthRenew’s products is undeveloped and development of such markets will 

require significant marketing efforts, working capital and increased sales and marketing staff. 

This may present difficulties due to limited resources as the price at which EarthRenew may sell 

its products in commercial quantities has not yet been fully determined. EarthRenew may be 

required to modify its growth strategy as a result of actual or anticipated competition, customer 

response, lack of resources, regulatory requirements or other reasons. Operating results and the 

price at which EarthRenew will be able to sell its products and services will be highly dependent 

on the existence of a market for such products and overall farm receipts. 

Success in marketing and selling products will depend upon multiple factors, including: 

• the effectiveness of the products; 

• the ability of EarthRenew to locate additional hosts and add sufficient manufacturing 

capacity at an acceptable cost and in compliance with regulatory requirements; 

• the ability to generate commercial sales of products; 

• acceptance of products and services by target markets; 

• inherent development risks, such as fertilizer products not having the anticipated 

effectiveness; 

• preclusion or obsolescence resulting from a third party developing superior or 

equivalent products; 

• the ability to develop repeatable processes to manufacture our products in sufficient 

quantities; and 

• general economic conditions. 

If any of these factors cannot be overcome, EarthRenew may not be able to introduce products to 

target markets in a timely or cost-effective manner, which could adversely affect future growth 

and results of operations. 

There can be no assurance that illustrative or indicative use information in respect of products 

contained in this prospectus will reflect actual use of our products by growers. In adopting our 

products, growers will adopt and use product in accordance with their own circumstances and 
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may in particular stage the adoption of product over time, or blend or use our fertilizer with 

other fertilizers, which may affect the demand for products. 

Operating results and the price at which EarthRenew can sell products will be dependent on 

demand for products. Demand for products will be affected by a number of factors including 

weather conditions, commodity prices, and government policies. It is likely that the price at which 

EarthRenew sells its products will fluctuate if there are significant changes in the price and 

availability of other fertilizer products. 

EarthRenew’s technology has not yet been commercialized outside of the Strathmore Plant or in 

other industries. There can be no assurance that EarthRenew will be able to commercialize this 

technology or that EarthRenew will be able to enter into licensing, joint ventures or other 

arrangements to develop other applications for this technology at other locations. 

Product Price and Margin 

Operating results are and will be dependent upon product prices and margins, which are in turn 

dependent on demand for crop inputs. Demand for crop inputs can be affected by a number of 

factors including weather conditions, outlook for crop nutrient prices and farmer economics, 

governmental policies, access of our customers to credit, and build-up of inventories in 

distribution channels.  

Product price and margins are also significantly influenced by competitor actions that change 

overall industry production capacity, such as decisions to build or close production plants, 

changes in utilization rates and pricing decisions. 

Competition 

The fertilizer manufacturing and electricity generation industries in which we operate are 

highly competitive. Although EarthRenew does not produce the same products as traditional 

fertilizer producers, management of EarthRenew anticipates that future sales, pricing and 

margins will be affected by the price and availability of traditional soil products such as nitrogen-

based fertilizers, the price of which is highly dependent on inputs such as natural gas. If the price 

and availability of traditional fertilizer products is attractive, future sales, pricing and margins may 

suffer which could have a material adverse effect on our business and financial condition. 

Competitors in the traditional fertilizer industry are larger and have better access to capital and 

resources than EarthRenew which could affect its ability to compete. A competitor or a new 

entrant could invent a technology or process that is superior to EarthRenew’s technology or 

process and this would have an adverse effect on its ability to compete. We will also compete for 

host manure sites and for an adequate supply of inputs. A failure to secure future host sites will 

have a material adverse effect on the growth prospects of EarthRenew. 

Production Process 

Under EarthRenew’s manufacturing model, it has developed and established, and will continue 

to develop and establish, manufacturing processes and systems at the Strathmore Plant.  

EarthRenew’s manufacturing process is a highly automated and complex process that requires 

extreme precision and quality control throughout each production stage. The Strathmore Plant 
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consists of multiple components, all of which must be run on an integrated and coordinated 

basis. There can be no assurance that each component will continuously operate as designed or 

expected or that the necessary levels of integration and co-ordination will continuously be 

achieved. Any difficulties encountered in our manufacturing process could adversely affect the 

ability to produce products, thereby affecting EarthRenew’s ability to meet customer expectations 

and may adversely affect the business and financial results. 

Intellectual Property 

EarthRenew relies on a combination of patents, trademarks, trade secrets, confidentiality 

agreements and other contractual restrictions on disclosure to protect its intellectual property 

rights. EarthRenew also enters into confidentiality agreements with employees, consultants, hosts 

and other third parties, and control access to and distribution of confidential information. 

EarthRenew’s success will depend in part on its ability to maintain or obtain and enforce patent and 

other intellectual property protection for processes, products and technology, to preserve trade 

secrets and to operate without infringing upon the proprietary rights of third parties. Setbacks or 

failures in these areas could negatively affect EarthRenew’s ability to compete and materially 

and adversely affect business and financial condition. EarthRenew has obtained patents or filed patent 

applications in the United States, Canada and internationally and may, in the future, seek additional 

patents or file patent applications. Certain aspects of EarthRenew’s technology are currently 

protected as trade secrets, for which we may or may not file patent applications. 

There can be no assurance that EarthRenew’s patents or patent applications will be valid or will 

issue over prior art, or that patents will issue from the patent applications that have been filed or 

will be filed. Additionally, there can be no assurances that the scope of any claims granted in any 

patent will provide us with adequate protection for the processes used by us currently or in the 

future. EarthRenew cannot be certain that the creators of EarthRenew’s technology were the first 

inventors of inventions and processes covered by patents and patent applications or that they were 

the first to file. Accordingly, there can be no assurance that EarthRenew’s patents will be valid 

or will afford EarthRenew with protection against competitors with similar technology or 

processes. Despite efforts to protect proprietary rights, unauthorized parties may attempt to copy 

or otherwise obtain and use proprietary information. Monitoring unauthorized use of confidential 

information is difficult and there is no certainty that steps EarthRenew take to prevent 

unauthorized use of patented products or confidential information will be effective. 

EarthRenew may deem it necessary or advisable to commence litigation to enforce our intellectual 

property rights. Others may claim that EarthRenew has infringed upon their intellectual property 

rights and commence litigation against EarthRenew. EarthRenew’s commercial success depends 

in part on its ability to operate without infringing the patents and other proprietary rights of third 

parties. Infringement proceedings relating to intellectual property are often lengthy, costly and time-

consuming and their outcome is uncertain. Moreover, if competitors prepare and file patent 

applications to claim technology that is also claimed by EarthRenew, EarthRenew may be forced to 

participate in interference proceedings to determine priority of invention. Litigation and participation 

in such proceedings could result in substantial costs and diversion of the efforts of EarthRenew, 

even if the eventual outcome is favourable. Litigation could also subject EarthRenew to significant 

liabilities to third parties, require disputed rights to be licensed from third parties or require 
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EarthRenew to cease using certain technology. If EarthRenew becomes involved in any patent 

litigation, interference, opposition or other administrative proceedings, EarthRenew will incur 

substantial expense and the efforts of technical and management personnel will be significantly 

diverted. As a result of such litigation or proceedings EarthRenew could lose its proprietary position 

and be restricted or prevented from manufacturing products, incur significant damage awards, 

including punitive damages, or be required to seek third-party licenses that may not be available on 

commercially acceptable terms, if at all. In addition, EarthRenew may lack the resources, whether 

financial or otherwise, to monitor, prosecute and enforce intellectual property rights.   

Host Industry Risks and Dependence on Hosts 

EarthRenew’s operations will be exposed to the same industry risks faced by hosts it engages with 

for power generation and organic fertilizer production. These risks include the risk of diseases 

such as BSE, avian flu or hoof and mouth disease. New regulations resulting from these diseases 

may have a negative impact on hosts and, as a consequence, EarthRenew’s operations. If any area 

in which EarthRenew operates is affected by these diseases, plants may be shut down or 

substantially impeded in their operation which could have a material adverse effect on business 

and financial conditions. Risks faced by hosts do include those risks associated with cattle, dairy 

or poultry operations, as the case may be; including weather, pricing and availability of other 

inputs, product prices and all other matters affecting their commercial operation and viability. 

EarthRenew will depend on hosts for the materials needed to manufacture organic matter fertilizers. 

It is expected that each plant will be dependent on a single host and the loss of any such host would 

result in a disruption in production from such plant. If this were to occur, it may be difficult to 

arrange a replacement supplier, because such plants cannot easily be physically relocated. Hosts 

may encounter problems in providing EarthRenew with an adequate supply of the inputs required 

due to a variety of reasons, including failure to comply with applicable regulations and 

environmental factors. If hosts are unable to provide sufficient quantities of the inputs that are 

depended on to manufacture products on a timely basis or if delays or contractual or other difficulties 

in relationships with hosts are encountered, then the manufacture of products may be disrupted, which 

could have a materially adverse effect on operations, revenues and financial condition, EarthRenew 

intends to enter into long term agreements with hosts; however there is no guarantee that such hosts 

will be able to meet their commitments under such agreements nor is there any assurance that, 

EarthRenew will enter into a sufficient number of such long term agreements. It is anticipated that 

host agreements will provide for the delivery of specified amounts of input for such plants. These 

required specified amounts may not be sufficient to operate these plants at expected or full rates and 

the host may not be able to supply amounts in addition of the specified amounts. In these 

circumstances, EarthRenew may have to source additional inputs to operate at expected levels and 

there is no assurance, EarthRenew will be able to find additional input supply. It is also expected 

that host agreements provide that in certain circumstances, including in unusually wet weather 

conditions, or, after an initial five year period in the case where the host is unable to operate at a 

profit and so reduces the number of cattle maintained at its site, the host is excused from its 

obligations to provide input to its plants. In addition, as plants will be located on property  leased 

from various hosts, EarthRenew may become liable for a failure by its hosts, or any other Person 

owning the real property upon which such plants are located, to comply with environmental laws 

and regulations. 
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Dependence on Single Plant 

EarthRenew currently depends on a single plant to manufacture its product and generate 

revenue. All of EarthRenew’s anticipated revenue for the foreseeable future will be derived 

from product and electricity that is produced at the Strathmore Plant. The Strathmore Plant is 

not operating at its base load production level. If the Strathmore Plant does not operate as planned 

or does not reach its targeted base load production level, EarthRenew may need to incur 

additional expense and spend additional time to increase production at that plant, which may 

temporarily reduce production levels and increase production costs.  

Volatility of Electricity and Natural Gas Prices 

EarthRenew’s future revenue will be dependent on the market prices of electricity and natural 

gas. The market rates of electricity and natural gas may be affected by changes in regulations 

and government policy and in demand and capacity supply, including cyclical changes, as well 

as the overall economy. Electricity markets are subject to regulatory developments within 

the jurisdictions in which EarthRenew operates (or intends to operate) or sell electricity and 

other external factors  outside  its  control,  which  developments  or  factors  may  negatively  

impact  electricity  markets,  pricing, transmission development and investment. This volatility 

may have a material adverse effect on business and financial condition. 

To the extent that electricity prices do not increase in tandem with any future increases in 

natural gas prices EarthRenew’s operating results will be adversely affected as it will not be able 

to sell the electricity produced by these plants at levels sufficient to offset a majority of the cost 

of the natural gas it will have to purchase to power such plants. 

Government Regulation 

EarthRenew’s operations will be subject to a variety of federal, provincial, state and local laws, 

regulations, and guidelines, including laws and regulations relating to health and safety, manure 

management, production and sale of fertilizers, including for organic farming use, the conduct of 

operations, the protection of the environment, the operation of equipment used in operations, the sale of 

electricity and the transportation and the import and export of products. EarthRenew believes that it is 

currently in compliance with such laws and regulations. EarthRenew intends to invest financial and 

managerial resources to ensure such compliance in the future. Although such expenditures historically 

have not been material, such laws or regulations are subject to change. Accordingly, it is impossible for 

us to predict the cost or impact of such laws and regulations on our future operations. 

Organic Approvals 

To sell EarthRenew’s fertilizer for use in certified organic crop production, EarthRenew will be 

reliant on being approved for such use by various approval agencies in accordance with applicable 

regulatory standards. EarthRenew’s products are currently approved for use in certified organic 

crop production in the U.S. and Canada. There can be no assurance that EarthRenew will be 

able to obtain approval for use of its products for organic agriculture in, or export to, other 

countries, in particular in Europe.  
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Operating Risks and Insurance 

EarthRenew’s operations will be subject to hazards inherent in the fertilizer manufacturing and 

sale and electrical generation industries, such as labour disruptions and unscheduled downtime, 

equipment defects, malfunctions and failures, loss of product in processing, and natural disasters, 

that can cause personal injury, loss of life, suspension of operations, damage to plants, business 

interruption and damage to or destruction of property, equipment and the environment. These 

risks could expose us to substantial liability for personal injury, wrongful death, property 

damage, pollution, and other environmental damages and the imposition of civil or criminal 

penalties. The frequency and severity of such incidents will affect operating costs, insurability and 

relationships with customers, employees and regulators. In the event of equipment defects, 

malfunctions or failures, there can be no assurance that supplier warranties will be effective to 

compensate us for any losses. 

EarthRenew will continuously monitor its activities for quality control and safety. However, there 

are no assurances that safety procedures will always prevent the damages described above. 

Although EarthRenew will maintain insurance coverage that it believes to be adequate and 

customary in the industries in which it operates, there are no assurances that such insurance will 

be adequate to cover all liabilities. In addition, there are no assurances that EarthRenew will be 

able to maintain adequate insurance in the future at rates it considers reasonable and 

commercially justifiable. The occurrence of a significant uninsured claim, a claim in excess of 

the insurance coverage limits, or a claim at a time when EarthRenew is not able to obtain liability 

insurance, could have a material adverse effect on its ability to conduct normal business 

operations. 

Defects in its products or failures in quality control could impair EarthRenew’s ability to sell 

products or could result in product liability claims, litigation and other significant events with 

substantial additional costs. Detection of any significant defects in its products or failure in 

our quality control procedures may result in, among other things loss of sales and market 

acceptance of our products, diversion of development resources and injury to EarthRenew’s 

reputation.  

The costs EarthRenew may incur in correcting any product defects may be substantial. 

Additionally, errors, defects or other performance problems could result in financial or other 

damages to customers, which could result in litigation. Product liability litigation, even if 

unsuccessful, would be time consuming and costly to defend. EarthRenew’s product liability 

insurance may not be adequate to cover claims. 

Environmental and Regulatory Risk 

EarthRenew’s operations are subject to environmental risks and regulatory compliance and there 

are no assurances that its plants will be in compliance with all regulatory requirements. New or 

amended environmental laws and regulations may require EarthRenew to curtail or stop 

operations at one or more plants, or may require expenditures by us to install environmental 

control equipment or modify operations. Failure to comply could subject EarthRenew to fines 

or penalties. 
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There can be no assurances that EarthRenew will not experience difficulties in its efforts to 

comply with such laws and regulations in future years, or that the costs associated with 

EarthRenew’s continued compliance efforts will not have a material adverse effect on its 

business and financial condition. The ability to use its product in organic agriculture is a key 

component to the marketability of such product. Should any regulatory body prohibit organic 

matter fertilizers for use in organic agriculture it would materially adversely affect the 

marketability of the products of EarthRenew. 

Inability to Adapt or Incorporate New Technological Processes 

The development and implementation of new technologies may result in a significant reduction 

in the costs of fertilizer production. Technological advances by other fertilizer producers in 

methods to convert minerals, green wastes, biosolids and manures into fertilizer could increase 

efficiency and decrease the cost of production, which could increase competition. In addition, 

EarthRenew will rely on animal manure as an input to its process. The development of new 

technologies that utilize manure may increase competition for manure which could limit its 

access to manure and increase costs. The EarthRenew cannot predict when new technology 

may become available, the rate of acceptance of new technologies by its competitors or the 

costs associated with new technologies. It is also possible that EarthRenew may not be able to 

incorporate new technological processes into its production process which could place us at a 

competitive disadvantage. 

Cross Contamination 

Although EarthRenew’s high heat process of up to 1,000 Fahrenheit degrees destroys pathogens 

there is no assurance its product will not be associated with a pathogen outbreak due to cross 

contamination with other crop inputs. Although EarthRenew attempts to restrict the use of its 

product with potentially risky inputs such as manures and composts, there can be no assurance 

that growers will not use its product in combination with these inputs. Association with a 

pathogen outbreak could damage EarthRenew’s reputation and cause it to become involved 

in costly and time-consuming legal or regulatory proceedings which would divert the attention 

of Management and key personnel from its business operations, which could adversely affect 

the business. 

Sales Cycle 

EarthRenew is affected by seasonality risk due to weather and the potential buying patterns of 

major customers. EarthRenew’s revenue may therefore be affected by these buying patterns, 

notably a potential slowdown in sales over the winter and early spring. 

Personnel and Strategic Allies 

The successful operation of our business will depend upon the abilities, expertise, judgment, 

discretion, integrity and good faith of our Management, executive officers, general managers, 

employees, consultants and strategic allies. In addition, our ability to expand will depend upon 

our ability to attract qualified personnel as needed, including marketing, sales and operational 

personnel. The demand for skilled employees is high, and the supply can be limited, particularly 

in the Alberta market. The unexpected loss of our key personnel or strategic partners, or the 
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inability to retain or recruit skilled personnel could have a material adverse effect on our 

business and financial condition. 

Marketing and Distribution Expertise 

Achieving market success will require substantial marketing efforts and the expenditure of funds 

to inform potential customers of the distinctive benefits and characteristics of our fertilizer. 

EarthRenew’s long term success will depend on its ability to expand current marketing 

capabilities. EarthRenew will, among other things, need to attract and retain experienced 

marketing and sales personnel. No assurance can be given that EarthRenew will be able to attract 

and retain such personnel or that any efforts undertaken by such personnel will be successful. 

Weather and Climate 

Adverse weather conditions represent a very significant operating risk affecting potential hosts 

and customers for products. Weather conditions affect the types of crops grown, the quality and 

quantity of production and the levels of farm inputs which, in turn, will affect demand for our 

products. Adverse weather conditions, such as drought or excessive rains, can result in both 

reduced production of the inputs we need to manufacture products by our hosts, reduced crop 

production by customers for products and increased costs to operate plants. During the winter and 

wet seasons EarthRenew expects the amount of inputs produced by hosts to decline. A reduction 

in the production of the inputs needed to manufacture our products or crop input sales because 

of adverse weather conditions could have a material adverse effect on operating results and 

financial condition. 

Management Estimates and Assumptions 

A number of matters set forth in this MD&A including, without limitation, engineering matters, 

energy efficiency, product performance and costs are based on certain assumptions and estimates 

made by management. These estimates and assumptions may prove to be inaccurate 

Litigation Risks 

EarthRenew may become involved in, named as a party to, or the subject of, various legal 

proceedings, including contract disputes, regulatory proceedings, tax proceedings and legal actions 

relating to intellectual property, product liability, personal injuries, property damage, property taxes, 

land rights, and the environment. The outcome with respect to outstanding, pending or future 

proceedings cannot be predicted with certainty and may be determined adversely to EarthRenew 

and as a result, could have a material adverse effect on its assets, liabilities, business, financial 

condition and results of operations. Even if EarthRenew prevails in any such legal proceeding, the 

proceedings could be costly and time-consuming and would divert the attention of Management and 

key personnel from business operations, which could adversely affect its financial condition.  

Credit Risk 

A substantial portion of EarthRenew’s accounts receivable will be with customers involved in the 

agricultural industry whose revenues may be impacted by fluctuations in commodity prices 

and all other factors affecting the economics of the agricultural industry. Collection of these 
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receivables could be influenced by economic factors affecting the agricultural industry as a 

whole. 

Foreign Exchange and Interest Rates 

EarthRenew will incur costs in United States dollars, particularly in relation to equipment and 

parts purchased from the United States. Accordingly, EarthRenew is subject to risk from 

fluctuations in the rates of currency exchange between the United States dollar and Canadian 

dollar, and such fluctuations may materially affect its business and financial condition.  

Catastrophic Event Risk 

EarthRenew’s operations are exposed to potential damage, including partial or full loss, resulting 

from disasters such as an earthquake, hurricane, fire, explosion, flood, severe storm, terrorist 

attack or other comparable events. Both the Strathmore Plant and future plants owned by hosts 

could be exposed to effects of severe weather conditions, natural disasters and potentially 

catastrophic events such as a major accident or incident at our plants. A pandemic or an assault 

or an action of malicious destruction, sabotage or terrorism committed at our plants or with 

respect to our fertilizer could also disrupt our ability to produce and sell fertilizer. The occurrence 

of a significant event that disrupts the ability of our plants to produce fertilizer for an extended 

period could have a material adverse effect on our business, financial condition and results of 

operations. 

Cryptocurrency Mining 

 

Cybersecurity Threats and Hacks 

As with any other computer code, flaws in cryptocurrency codes have been exposed by certain 

malicious actors. Several errors and defects have been found and corrected, including those that 

disabled some functionality for users and exposed users’ information. Discovery of flaws in or 

exploitations of the source code that allow malicious actors to take or create money can occur. 

 

Regulatory Changes  

As cryptocurrencies have grown in both popularity and market size, governments around the 

world have reacted differently to cryptocurrencies with certain governments deeming them 

illegal while others have allowed their use and trade. On-going and future regulatory actions may 

alter, perhaps to a materially adverse extent, the ability of the EarthRenew to continue to operate. 

The effect of any future regulatory change on the EarthRenew or any cryptocurrency that the 

EarthRenew may mine is impossible to predict, but such change could be substantial and adverse 

to the EarthRenew. 

 

Governments may, in the future, restrict or prohibit the acquisition, use or redemption of 

cryptocurrencies. Ownership of, holding or trading in cryptocurrencies may then be considered 

illegal and subject to sanction. Governments may also take regulatory action that may increase 

the cost and/or subject cryptocurrency mining companies to additional regulation, On August 24, 

2017, the Canadian Securities Administrators published CSA Staff Notice 46-307 –

Cryptocurrency Offerings, providing guidance on whether initial coin offerings, pursuant to 

which tokens are offered to investors, are subject to Canadian securities laws. 

Governments may in the future take regulatory actions that prohibit or severely restrict the right 

to acquire, own, hold, sell, use or trade cryptocurrencies or to exchange cryptocurrencies for fiat 
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currency. By extension, similar actions by other governments, may result in the restriction of the 

acquisition, ownership, holding, selling, use or trading in the Common Shares. Such a restriction 

could result in the EarthRenew liquidating its cryptocurrency inventory at unfavorable prices and 

may adversely affect the EarthRenew’s shareholders. 

 

Value of Cryptocurrencies may be Subject to Momentum Pricing Risk 

Momentum pricing typically is associated with growth stocks and other assets whose valuation, 

as determined by the investing public, accounts for anticipated future appreciation in value. 

Cryptocurrency market prices are determined primarily using data from various exchanges, over-

the-counter markets, and derivative platforms. Momentum pricing may have resulted, and may 

continue to result, in speculation regarding future appreciation in the value of cryptocurrencies, 

inflating and making their market prices more volatile. As a result, they may be more likely to 

fluctuate in value due to changing investor confidence in future appreciation (or depreciation) in 

their market prices, which could adversely affect the value of the EarthRenew’s cryptocurrency 

inventory and thereby affect the EarthRenew’s shareholders. 

 

Cryptocurrency Exchanges and other Trading Venues are Relatively New  

To the extent that cryptocurrency exchanges or other trading venues are involved in fraud or 

experience security failures or other operational issues, this could result in a reduction in 

cryptocurrency prices. Cryptocurrency market prices depend, directly or indirectly, on the prices 

set on exchanges and other trading venues, which are new and, in most cases, largely unregulated 

as compared to established, regulated exchanges for securities, derivatives and other currencies. 

For example, during the past three years, a number of Bitcoin exchanges have been closed due to 

fraud, business failure or security breaches. In many of these instances, the customers of the 

closed Bitcoin exchanges were not compensated or made whole for the partial or complete losses 

of their account balances in such Bitcoin exchanges. While smaller exchanges are less likely to 

have the infrastructure and capitalization that provide larger exchanges with additional stability, 

larger exchanges may be more likely to be appealing targets for hackers and “malware” (i.e., 

software used or programmed by attackers to disrupt computer operation, gather sensitive 

information or gain access to private computer systems) and may be more likely to be targets of 

regulatory enforcement action. 

 

Banks May Cut off Banking Services, to Businesses that Provide Cryptocurrency-related 

Services  

A number of companies that provide cryptocurrency-related services have been unable to find 

banks that are willing to provide them with bank accounts and banking services. Similarly, a 

number of such companies have had their existing bank accounts closed by their banks. Banks 

may refuse to provide bank accounts and other banking services to cryptocurrency related 

companies or companies that accept cryptocurrencies for a number of reasons, such as perceived 

compliance risks or costs. The difficulty that many businesses that provide cryptocurrency-

related services have and may continue to have in finding banks willing to provide them with 

bank accounts and other banking services may be currently decreasing the usefulness of 

cryptocurrencies as a payment system and harming public perception of cryptocurrencies or 

could decrease its usefulness and harm its public perception in the future. Similarly, the 

usefulness of cryptocurrencies as a payment system and the public perception of 

cryptocurrencies could be damaged if banks were to close the accounts of many or of a few key 

businesses providing cryptocurrency-related services. This could decrease the market prices of 

cryptocurrencies and adversely affect the value of the EarthRenew’s cryptocurrency inventory. 
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Impact of Geopolitical Events  

Crises may motivate large-scale purchases of cryptocurrencies which could increase the price of 

cryptocurrencies rapidly. This may increase the likelihood of a subsequent price decrease as 

crisis-driven purchasing behavior wanes, adversely affecting the value of the EarthRenew’s 

cryptocurrency inventory. The possibility of large-scale purchases of cryptocurrencies in times of 

crisis may have a short-term positive impact on the prices of same. Future geopolitical crises 

may erode investors’ confidence in the stability of cryptocurrencies and may impair their price 

performance which would, in turn, adversely affect the EarthRenew’s cryptocurrency inventory. 

As an alternative to fiat currencies that are backed by central governments, cryptocurrencies are 

subject to supply and demand forces based upon the desirability of an alternative, decentralized 

means of buying and selling goods and services, and it is unclear how such supply and demand 

will be impacted by geopolitical events. Nevertheless, political or economic crises may motivate 

large-scale acquisitions or sales of cryptocurrencies either globally or locally. Large-scale sales 

of cryptocurrencies would result in a reduction in their market prices and adversely affect the 

EarthRenew’s operations and profitability. 

 

Further Development and Acceptance of the Cryptographic and Algorithmic Protocols 

The use of cryptocurrencies to, among other things, buy and sell goods and services and 

complete other transactions, is part of a new and rapidly evolving industry that employs digital 

assets based upon a computer-generated mathematical and/or cryptographic protocol. The 

growth of this industry in general, and the use of cryptocurrencies in particular, is subject to a 

high degree of uncertainty, and the slowing or stopping of the development or acceptance of 

developing protocols may adversely affect the EarthRenew’s operations. The factors affecting 

the further development of the industry, include, but are not limited to the following 

 continued worldwide growth in the adoption and use of cryptocurrencies; 

 governmental and quasi-governmental regulation of cryptocurrencies and their use, or 

restrictions on or regulation of access to and operation of the network or similar 

cryptocurrency systems; 

 changes in consumer demographics and public tastes and preferences; 

 the maintenance and development of the open-source software protocol of the network; 

 the availability and popularity of other forms or methods of buying and selling goods and 

services, including new means of using fiat currencies; 

 general economic conditions and the regulatory environment relating to digital assets; and 

 negative consumer sentiment and perception of cryptocurrencies. 

 

Acceptance of Cryptocurrency is Uncertain 

Currently, there is relatively small use of cryptocurrencies in the retail and commercial 

marketplace in comparison to relatively large use by speculators, thus contributing to price 

volatility that could adversely affect the EarthRenew’s operations, investment strategies, and 

profitability. 
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As relatively new products and technologies, cryptocurrencies have not been widely adopted as a 

means of payment for goods and services by major retail and commercial outlets. Conversely, a 

significant portion of cryptocurrency demand is generated by speculators and investors seeking 

to profit from the short-term or long-term holding of cryptocurrencies. The relative lack of 

acceptance of cryptocurrencies in the retail and commercial marketplace limits the ability of end-

users to use them to pay for goods and services. A lack of expansion by cryptocurrencies into 

retail and commercial markets, or a contraction of such use, may result in increased volatility or 

a reduction in their market prices, either of which could adversely impact the EarthRenew’s 

operations, investment strategies, and profitability. 

 

Risk of Loss, Theft or Destruction of Cryptocurrencies 

There is a risk that some or all of the EarthRenew’s cryptocurrencies could be lost, stolen or 

destroyed. If the EarthRenew’s cryptocurrencies are lost, stolen or destroyed under 

circumstances rendering a party liable to the EarthRenew, the responsible party may not have the 

financial resources sufficient to satisfy the EarthRenew’s claim.  

 

Irrevocability of Transactions 

Bitcoin and most other cryptocurrency transactions are irrevocable and stolen or incorrectly 

transferred cryptocurrencies may be irretrievable. Such transactions are not reversible without 

the consent and active participation of the recipient of the transaction. Once a transaction has 

been verified and recorded in a block that is added to the Blockchain, an incorrect transfer of 

cryptocurrencies or a theft of cryptocurrencies generally will not be reversible and the 

EarthRenew may not be capable of seeking compensation for any such transfer or theft. To the 

extent that the EarthRenew is unable to seek a corrective transaction with the third party or is 

incapable of identifying the third party that has received the EarthRenew’s cryptocurrencies 

through error or theft, the EarthRenew will be unable to revert or otherwise recover incorrectly 

transferred cryptocurrencies. The EarthRenew will also be unable to convert or recover 

cryptocurrencies transferred to uncontrolled accounts. 

 

Further Development and Acceptance of the Bitcoin Network 

The further development and acceptance of the Bitcoin Network and other cryptographic and 

algorithmic protocols governing the issuance of transactions in Bitcoins and other digital 

currencies, which represent a new and rapidly changing industry, are subject to a variety of 

factors that are difficult to evaluate. The slowing or stopping of the development or acceptance 

of the Bitcoin Network may adversely affect the value of Bitcoin. 

The use of digital currencies, such as Bitcoins, to, among other things, buy and sell goods and 

services, is part of a new and rapidly evolving industry that employs digital assets based upon a 

computer generated mathematical and/or cryptographic protocol. Bitcoin is a prominent, but not 

a unique, part of this industry. The growth of this industry in general, and the Bitcoin Network in 

particular, is subject to a high degree of uncertainty. The factors affecting the further 

development of this industry, include, but are not limited to the following: 

 continued worldwide growth in the adoption and use of Bitcoins and other digital 

currencies; 

 government and quasi-government regulation of Bitcoins and other digital assets and their 

use,or restrictions on, or regulation of, access to and operation of the Bitcoin Network or 

similar digital asset systems; 
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 changes in consumer demographics and public tastes and preferences; 

 the maintenance and development of the open-source software protocol of the Bitcoin 

Network or similar digital asset systems; 

 the availability and popularity of other forms or methods of buying and selling goods and 

services, including new means of using fiat currencies; 

 general economic conditions and the regulatory environment relating to digital assets; and 

 negative consumer perception of Bitcoins specifically and cryptocurrencies generally. 

Potential Failure to Maintain the Bitcoin Network 

The Bitcoin Network operates based on an open-source protocol maintained by the core 

developers of the Bitcoin Network and other contributors, largely on the GitHub resource section 

dedicated to Bitcoin development. As the Bitcoin Network protocol is not sold and its use does 

not generate revenues for its development team, the core developers are generally not 

compensated for maintaining and updating the Bitcoin Network protocol. Consequently, there is 

a lack of financial incentive for developers to maintain or develop the Bitcoin Network and the 

core developers may lack the resources to adequately address emerging issues with the Bitcoin 

Network protocol. Although the Bitcoin Network is currently supported by the core developers, 

there can be no guarantee that such support will continue or be sufficient in the future. To the 

extent that material issues arise with the Bitcoin Network protocol and the core developers and 

open-source contributors are unable to address the issues adequately or in a timely manner, the 

Bitcoin Network and an investment in the Common Shares may be adversely affected. 

 

Potential Manipulation of Blockchain 

If a malicious actor or botnet (a volunteer or hacked collection of computers controlled by 

networked software coordinating the actions of the computers) obtains control of more than 50% 

of the processing power dedicated to mining on the Bitcoin Network, it may be able to alter or 

manipulate the Blockchain on which the Bitcoin Network and most Bitcoin transactions rely by 

constructing fraudulent blocks or preventing certain transactions from completing in a timely 

manner, or at all. The malicious actor or botnet could control, exclude or modify the ordering of 

transactions, though it could not generate new Bitcoins or transactions using such control. The 

malicious actor could “double-spend” its own Bitcoins (i.e., spend the same Bitcoins in more 

than one transaction) and prevent the confirmation of other users’ transactions for so long as it 

maintained control. To the extent that such malicious actor or botnet did not yield its control of 

the processing power on the Bitcoin Network or the Bitcoin community did not reject the 

fraudulent blocks as malicious, reversing any changes made to the Blockchain may not be 

possible. To the extent that the Bitcoin ecosystem, including the core developers and the 

administrators of mining pools, do not act to ensure greater decentralization of Bitcoin mining 

processing power, the feasibility of a malicious actor obtaining control of the processing power 

on the Bitcoin Network will increase. 

 

Risk of Security Breaches 

Security breaches, computer malware and computer hacking attacks have been a prevalent 

concern in the Bitcoin and other cryptocurrency exchange market since the launch of the Bitcoin 

Network. Any security breach caused by hacking, which involves efforts to gain unauthorized 

access to information or systems, or to cause intentional malfunctions or loss or corruption of 
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data, software, hardware or other computer equipment, and the inadvertent transmission of 

computer viruses, could harm the EarthRenew’s business operations or result in loss of the 

EarthRenew’s assets. Any breach of the EarthRenew’s infrastructure could result in damage to 

the EarthRenew’s reputation and reduce demand for the Common Shares, resulting in a reduction 

in the price of the Common Shares. Furthermore, the EarthRenew believes that if its assets grow, 

it may become a more appealing target for security threats, such as hackers and malware. 

Any security procedures implemented cannot guarantee the prevention of any loss due to a 

security breach, software defect or act of God that may be borne by the EarthRenew. The 

security procedures and operational infrastructure of the EarthRenew may be breached due to the 

actions of outside parties, error or malfeasance of an employee of the EarthRenew or otherwise, 

and, as a result, an unauthorized party may obtain access to the EarthRenew’s Bitcoin account, 

private keys, data or cryptocurrencies. Additionally, outside parties may attempt to fraudulently 

induce employees of the EarthRenew to disclose sensitive information in order to gain access to 

the EarthRenew’s infrastructure. As the techniques used to obtain unauthorized access, disable or 

degrade service, or sabotage systems change frequently, or may be designed to remain dormant 

until a predetermined event, and often are not recognized until launched against a target, the 

EarthRenew may be unable to anticipate these techniques or implement adequate preventative 

measures. If an actual or perceived breach of one of the EarthRenew’s accounts occurs, the 

market perception of the effectiveness of the EarthRenew could be harmed. 

 

Fluctuations in the Market Price of Bitcoins and Other Cryptocurrencies 

The value of the Common Shares relates partially to the value of the cryptocurrencies held 

directly or indirectly by the EarthRenew, and fluctuations in the price of Bitcoins and other 

cryptocurrencies could materially and adversely affect an investment in the Common Shares. 

Several factors may affect the price of cryptocurrencies, including: the total number of 

cryptocurrencies in existence; global cryptocurrency demand; global cryptocurrency supply; 

investors’ expectations with respect to the rate of inflation of fiat currencies; investors’ 

expectations with respect to the rate of deflation of cryptocurrencies; interest rates; currency 

exchange rates, including the rates at which cryptocurrencies may be exchanged for fiat 

currencies; fiat currency withdrawal and deposit policies of cryptocurrency exchanges and 

liquidity of such cryptocurrency exchanges; interruptions in service from or failures of major 

cryptocurrency exchanges; Cyber theft of cryptocurrencies from online wallet providers, or news 

of such theft from such providers or from individuals’ wallets; investment and trading activities 

of large investors; monetary policies of governments, trade restrictions, currency devaluations 

and revaluations; regulatory measures, if any, that restrict the use of cryptocurrencies as a form 

of payment or the purchase of cryptocurrencies; the availability and popularity of businesses that 

provide cryptocurrency and blockchain-related services; the maintenance and development of the 

open-source software protocol of the Bitcoin Network; increased competition from other forms 

of cryptocurrency or payments services; global or regional political, economic or financial events 

and situations; expectations among cryptocurrency economy participants that the value of 

cryptocurrencies will soon change; and fees associated with processing a cryptocurrency 

transaction. 

 

Bitcoin and other cryptocurrencies have historically experienced significant intraday and long-

term price volatility. If cryptocurrency markets continue to be subject to sharp fluctuations, 

shareholders may experience losses if they need to sell their Common Shares at a time when the 

price of cryptocurrencies is lower than it was when they purchased their Common Shares. In 

addition, investors should be aware that there is no assurance that cryptocurrencies will maintain 
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their long term value in terms of future purchasing power or that the acceptance of 

cryptocurrency payments by mainstream retail merchants and commercial businesses will 

continue to grow.  

 

Response to Changing Security Needs 

As technological change occurs, the security threats to the EarthRenew’s cryptocurrencies will 

likely adapt and previously unknown threats may emerge. The EarthRenew’s ability to adopt 

technology in response to changing security needs or trends may pose a challenge to the 

safekeeping of the EarthRenew’s cryptocurrencies. To the extent that the EarthRenew is unable 

to identify and mitigate or stop new security threats, the EarthRenew’s cryptocurrencies may be 

subject to theft, loss, destruction or other attack. 

 

Market Adoption 

Currently, there is relatively small use of cryptocurrencies in the retail and commercial 

marketplace in comparison to relatively large use by speculators, thus contributing to price 

volatility that could adversely affect an investment in the Common Shares. Cryptocurrencies 

have only recently become accepted as a means of payment for goods and services by certain 

major retail and commercial outlets, and use of cryptocurrencies by consumers to pay such retail 

and commercial outlets remains limited. Conversely, a significant portion of cryptocurrencies 

demand is generated by speculators and investors seeking to profit from the short- or long-term 

holding of cryptocurrencies. A lack of expansion by cryptocurrencies into the retail and 

commercial markets, or a contraction of such use, may result in increased volatility or a 

reduction in the market price of cryptocurrencies. Further, if fees increase for recording 

transactions in the applicable Blockchain, demand for cryptocurrencies may be reduced and 

prevent the expansion of the network to retail merchants and commercial businesses, resulting in 

a reduction in the price of cryptocurrencies. 

 

Miners May Cease Operations 

If the award of Bitcoins or other cryptocurrencies for solving blocks and transaction fees for 

recording transactions are not sufficiently high to incentivize miners, miners may cease 

expending processing power to solve blocks and confirmations of transactions on the Bitcoin 

Blockchain or other networks could be slowed. A reduction in the processing power expended by 

miners on the applicable blockchain network could increase the likelihood of a malicious actor or 

botnet obtaining control. 

 

Risks Related to Insurance 

EarthRenew intends to insure its operations in accordance with technology industry practice. 

However, given the novelty of cryptocurrency mining and associated businesses, such insurance 

may not be available, may be uneconomical for EarthRenew, or the nature or level may be 

insufficient to provide adequate insurance cover. The occurrence of an event that is not covered 

or fully covered by insurance could have a material adverse effect on EarthRenew. 

 

Cyber Security Risk 

Cyber incidents can result from deliberate attacks or unintentional events, and may arise from 

internal sources (e.g., employees, contractors, service providers, suppliers and operational risks) 

or external sources (e.g., nation states, terrorists, hacktivists, competitors and acts of nature). 

Cyber incidents include, but are not limited to, unauthorized access to information systems and 

data (e.g., through hacking or malicious software) for purposes of misappropriating or corrupting 
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data or causing operational disruption. Cyber incidents also may be caused in a manner that does 

not require unauthorized access, such as causing denial-of-service attacks on websites (e.g., 

efforts to make network services unavailable to intended users). 

 

A cyber incident that affects EarthRenew or its service providers might cause disruptions and 

adversely affect their respective business operations and might also result in violations of 

applicable law (e.g., personal information protection laws), each of which might result in 

potentially significant financial losses and liabilities, regulatory fines and penalties, reputational 

harm, and reimbursement and other compensation costs. In addition, substantial costs might be 

incurred to investigate, remediate and prevent cyber incidents. 

 

General Business and Market Risks 
 

Key Personnel 

The senior officers of EarthRenew will be critical to its success. In the event of the departure of a 

senior officer, EarthRenew believes that it will be successful in attracting and retaining qualified 

successors but there can be no assurance of such success. Recruiting qualified personnel as 

EarthRenew grows is critical to its success. As EarthRenew’s business activity grows, it will 

require additional key financial, administrative and technical personnel as well as additional 

operations staff. If EarthRenew is not successful in attracting and training qualified personnel, the 

efficiency of its operations could be affected, which could have an adverse impact on future cash 

flows, earnings, results of operations and the financial condition of EarthRenew. 

Conflicts of Interest 

Directors and officers of EarthRenew are or may become directors or officers of other reporting 

companies or have significant shareholdings in other fertilizer or electrical generation companies 

EarthRenew and its directors and officers will attempt to minimize such conflicts. In the event that 

such a conflict of interest arises at a meeting of the directors of EarthRenew, a director who has 

such a conflict will abstain from voting for or against the approval of such participation or such 

terms. In appropriate cases, EarthRenew will establish a special committee of independent 

directors to review a matter in which one or more directors, or officers, may have a conflict. In 

determining whether or not EarthRenew will participate in a particular program and the interest 

therein to be acquired by it, the directors will primarily consider the potential benefits to 

EarthRenew, the degree of risk to which EarthRenew may be exposed and its financial position at 

that time. Other than as indicated, EarthRenew has no other procedures or mechanisms to deal 

with conflicts of interest. 

Additional Financing 

EarthRenew will require additional financing in order to make further investments or take 

advantage of future opportunities and to grow its business. The ability of EarthRenew to arrange 

such financing in the future will depend in part upon prevailing capital market conditions, as well 

as upon the business success of EarthRenew. There can be no assurance that EarthRenew will be 

successful in its efforts to arrange additional financing on terms satisfactory to EarthRenew. If 

additional financing is raised by the issuance of Common Shares or other forms of convertible 

securities from treasury, control of EarthRenew may change and shareholders may suffer 

additional dilution. If adequate funds are not available, or are not available on acceptable terms, 

EarthRenew may not be able to take advantage of opportunities, or otherwise respond to 
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competitive pressures and remain in business.  If EarthRenew is unable to generate such 

revenues or obtain such additional financing, any investment in EarthRenew may be lost. In such 

event, the probability of resale of the securities of EarthRenew would be diminished. 

 

Profitability 

There is no assurance that EarthRenew will earn profits in the future, or that profitability will be 

sustained. There is no assurance that future revenues will be sufficient to generate the funds 

required to continue EarthRenew’s business development and marketing activities. If 

EarthRenew does not have sufficient capital to fund its operations, it may be required to reduce 

its sales and marketing efforts or forego certain business opportunities. 

 

Management of Growth 

EarthRenew may be subject to growth-related risks including capacity constraints and pressure 

on its internal systems and controls. The ability of EarthRenew to manage growth effectively 

will require it to continue to implement and improve its operational and financial systems and to 

expand, train and manage its employee base. The inability of EarthRenew to deal with this 

growth may have a material adverse effect on EarthRenew’s business, financial condition, results 

of operations and prospects. 

 

Issuance of Debt 

From time to time, EarthRenew may enter into transactions to acquire assets or seek to obtain 

additional working capital. These transactions may be financed in whole or in part with debt, 

which may increase EarthRenew’s debt levels. Depending on future plans, EarthRenew may 

require additional equity and/or debt financing that may not be available or, if available, may not 

be available on favourable terms to EarthRenew. EarthRenew’s constating documents do not 

limit the amount of indebtedness that may be incurred and it is not expected that EarthRenew’s 

constating documents will contain such restrictions. As a result, the level of EarthRenew’s 

indebtedness from time to time could impair its ability to operate or otherwise take advantage of 

business opportunities that may arise.  

 

Dilution 

EarthRenew may make future acquisitions or enter into financings or other transactions 

involving the issuance of securities of EarthRenew which may be dilutive to the holdings of 

existing shareholders. 

 

Price Volatility of Publicly Traded Securities 

In recent years, the securities markets in the United States and Canada have experienced a high 

level of price and volume volatility, and the market prices of securities of many companies have 

experienced wide fluctuations in price. There can be no assurance that continuing fluctuations in 

price will not occur. It may be anticipated that any quoted market for the Common Shares will be 

subject to market trends generally, notwithstanding any potential success of EarthRenew in 

creating revenues, cash flows or earnings. The value of the Common Shares will be affected by 

such volatility. A public trading market in the Common Shares having the desired characteristics 

of depth, liquidity and orderliness depends on the presence in the marketplace of willing buyers 

and sellers of Common Shares at any given time, which, in turn is dependent on the individual 

decisions of investors over which EarthRenew has no control. There can be no assurance that an 

active trading market in securities of EarthRenew will be established and sustained. The market 

price for EarthRenew’s securities could be subject to wide fluctuations, which could have an 
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adverse effect on the market price of EarthRenew. The stock market has, from time to time, 

experienced extreme price and volume fluctuations, which have often been unrelated to the 

operating performance, net asset values or prospects of particular companies. If an active public 

market for the Common Shares does not develop, the liquidity of a shareholder’s investment may 

be limited and the share price may decline. 

 

Dividends 

EarthRenew has not paid any dividends on its outstanding shares. Any payments of dividends on 

the Common Shares will be dependent upon the financial requirements of EarthRenew to finance 

future growth, the financial condition of EarthRenew and other factors which EarthRenew’s 

board of directors may consider appropriate in the circumstance. It is unlikely that EarthRenew 

will pay dividends in the immediate or foreseeable future.  

 

Markets for Securities 

There can be no assurance that an active trading market in the Common Shares will be 

established and sustained following Closing. The market price for the Common Shares could be 

subject to wide fluctuations. Factors such as agriculture commodity prices, government 

regulation, the demand for fertilizer, electricity prices, interest rates, share price movements of 

EarthRenew’s peer companies and competitors, as well as overall market movements, may have 

a significant impact on the market price of the securities of EarthRenew. 
 

General Economic Conditions May Adversely Affect EarthRenew’s Growth 

Events in global financial markets can have a profound impact on the global economy in general 

and the fertilizer industry in particular. Many industries can be negatively impacted by these 

market conditions. A slowdown in the financial markets or other economic conditions, including 

but not limited to, consumer spending, employment rates, business conditions, inflation, fuel and 

energy costs, consumer debt levels, lack of available credit, the state of the financial markets, 

interest rates, tax rates may adversely affect EarthRenew. 

 

Significant Accounting Policies 

The Company’s significant accounting policies can be found in Note 2 of its annual financial 

statements for the twelve months ended December 31, 2017, 2016 and 2015. 

New and Future Accounting Pronouncements  

Certain pronouncements were issued by the IASB or the IFRIC that are mandatory for accounting 

periods on or after January 1, 2019 or later periods.  Many are not applicable or do not have a 

significant impact to the Company and have been excluded.  

IFRS 16 – Leases (‘IFRS 16”) replaces IAS 17, Leases (“IAS 17”).  The new model requires the 

recognition of almost all lease contracts on a lessee’s statement of financial position as a lease 

liability reflecting future lease payments and a ‘right-of-use asset’ with exceptions for certain 

short-term leases and leases of low-value assets.  In addition, the lease payments are required to 

be presented on the statement of cash flow within operating and financing activities for the interest 

and principal portions, respectively.  IFRS 16 is effective for annual periods beginning on or after 

January 1, 2019, with early adoption permitted if IFRS 15, Revenue from Contracts with 

Customers, is also applied.  The Company is still evaluating the impact of the adoption of IFRS 

16.  
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Critical Accounting Estimates 

The preparation of the Company’s Financial Statements in conformity with IFRS requires 

management to make estimates and assumptions that affect the reported amounts of assets and 

liabilities and disclosure of contingent assets and liabilities at the date of the Financial 

Statements and reported amounts of revenues and expenses during the reported period.  Such 

estimates and assumptions affect the carrying value of assets, and impact estimates for asset 

retirement obligations and reclamation costs.  Other significant estimates made by the Company 

include factors affecting valuations of stock based compensation and the valuation of income tax 

accounts.  The Company regularly reviews its estimates and assumptions, however, actual results 

could differ from these estimates and these differences could be material. 
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VALANCIA VENTURES INC. 
Pro Forma Consolidated Statement of Financial Position 
As at September 30, 2018 
 (Expressed in Canadian dollars - unaudited) 

2292055 Ontario Ltd. Valencia Ventures Inc.

Pro Forma 

Adjustments Pro Forma

At September 30, 2018 At September 30, 2018 (Note 4) Consolidation

ASSETS

Current

Cash and cash equivalents $ 137                $ 9,129                    (a) (100,000)$            $ 909,266           

(b) 1,000,000            

Amounts Receivable 9,407             59,331                  -                      68,738             

Digital currency 3,990             3,990              

Prepaid Expenses 30,000            -                       -                      30,000             

43,534            68,460                  900,000               1,011,994        

Non-current

Plant and equipment 4,230,880       -                       -                      4,230,880        

Intangible assets 23,550            -                       -                      23,550             

Total assets $ 4,297,964       $ 68,460                  900,000$             $ 5,266,424        

LIABILITIES

Current

Accounts payable and accrued liabilities $ 892,296          $ 1,032,896             (d) (948,671)$            $ 616,521           

(c) (360,000)              

(f) 120,473               

(f) (120,473)              

Loans from related parties 2,255,188       -                       (e) (2,100,752)           43,858             

(c) (110,578)              

3,147,484       1,032,896             (3,520,001)           660,379           

Long-terms

Loans from related parties -                 -                       (e) 2,100,752            2,100,752        

Total liabilities 3,147,484       1,032,896             (1,419,249)           2,761,131        

SHAREHOLDERS' EQUITY

      Share capital 3,611,701       337,243,823          (b) 1,000,000            10,511,745      

(c) 470,578               

(d) 948,671               

(f) 120,473               

(g) (337,243,823)        

(g) 4,360,322            

      Contributed surplus 692,000          175,000                (g) (175,000)              829,500           

(g) 137,500               

      Deficit (3,153,221)      (338,383,259)         (a) (100,000)              (8,835,952)       

(f) (120,473)              

(g) 338,383,259         

(g) (5,462,258)           

1,150,480       (964,436)               2,319,249            2,505,293        

$ 4,297,964       $ 68,460                  $ 900,000               $ 5,266,424        

 
See accompanying Notes to the Unaudited Pro-Forma Consolidated Financial Statements 
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VALENCIA VENTURES INC. 
Pro Forma Consolidated Statement of Loss and Comprehensive Loss 
For the nine months ended Septmber 30, 2018 
(Unaudited) 
(Expressed in Canadian dollars) 

 
 

 
 
See accompanying Notes to the Unaudited Pro-Forma Consolidated Financial Statements 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

2292055 Ontario Ltd. Valencia Ventures Inc. Pro Forma

For the nine months ended For the nine months ended Adjustments Pro Forma

At September 30, 2018 At September 30, 2018 (Note 4) Consolidation

Income from digital currency mining $ 14,916                       $ -                                $ -                $ 14,916             

Revaluation of digital currenct mining (1,126)                        -                                -                (1,126)              

Other income 17,550                       -                                -                17,550             

Total revenue 31,340                       -                                -                31,340             

Expenses 

Professional, consulting and management fees 540,589                      159,812                         (f) 22,600           723,001            

General and adminstrative 110,659                      44,505                           (f) 47,752           202,916            

Shareholder communications and filing fees -                             56,407                           -                56,407             

Utilities and maintanence 51,300                       -                                -                51,300             

Travel & accommodation 13,277                       -                                (f) 50,121           63,398             
Depreciation 6,404                         -                                -                6,404               

Total expenses 722,229                      260,724                         120,473         1,103,426         

Net loss for the period $ (690,889)                     $ (260,724)                        $ (120,473)        $ (1,072,086)        

Basic and diluted loss per share $ (0.01)                

Weighted average number of common

shares outstanding - basic and diluted 86,363,837       
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VALENCIA VENTURES INC. 
Pro Forma Consolidated Statement of Loss and Comprehensive Loss 
For the year ended December 31, 2017 
(Unaudited) 
(Expressed in Canadian dollars) 

 

 
 
See accompanying Notes to the Unaudited Pro-Forma Consolidated Financial Statements 

2292055 Ontario Ltd. Valencia Ventures Inc. Pro Forma

For the year ended For the year ended Adjustments Pro Forma

December 31, 2017 December 31, 2017 (Note 4) Consolidation

Expenses 

Professional, consulting and management fees$ (941,493)                    $ 465,074                          $ -                $ (476,419)           

General and adminstrative 142,388                     89,996                            100,000         332,384            

Shareholder communications and filing fees -                            58,190                            -                58,190             

Utilities and maintanence 59,919                       -                                 -                59,919             

Insurance 7,575                        -                                 -                7,575               

Property tax 23,610                       -                                 -                23,610             

Travel & accommodation 58,039                       -                                 -                58,039             

Interest expense 2,518                        -                                 -                2,518               

Share-based payments 692,000                     175,000                          -                867,000            

Gain on debt settlement (2,311,192)                 -                                 -                (2,311,192)        

Foreign exchange loss 5,854                        -                                 -                5,854               

(Gain)/loss on transaction -                            -                                 5,462,258      5,462,258         

Net (income) loss for the period $ (2,260,782)                 $ 788,260                          $ 5,562,258      $ 4,089,736         

Basic and diluted loss per share $ 0.05                 

Weighted average number of common

shares outstanding - basic and diluted 86,363,837       



VALENCIA VENTURES INC. 
Notes to the Unaudited Pro-Forma Consolidated Financial Statements 
September 30, 2018 
(Expressed in Canadian Dollars) 
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1. BASIS OF PRESENTATION 
 
The unaudited pro forma condensed consolidated financial statements of Valencia Venture Inc. (“Valencia”) and 
2292055 Ontario Ltd. (“Earth Renew”) which comprise the pro forma consolidated statements of financial position 
as at September 30, 2018 and the pro forma consolidated statements of loss and comprehensive loss for the nine 
months ended September 30, 2018 and for the year ended December 31, 2017, have been prepared by 
management of Valencia for illustrative purposes only, to show the effect of the combination of Valencia with Earth 
Renew. Valencia is a public company listed on the NEX Exchange (the “Exchange”). As more fully described in 
Note 3, Earth Renew and Valencia entered into a definitive amalgamation agreement pursuant to which Valencia 
will acquire all of the issued and outstanding securities of Earth Renew in exchange for securities of Valencia (the 
“Transaction”). Completion of the Transaction is subject to the satisfaction or waiver of certain conditions, including 
the receipt of shareholder and regulatory approval. 
 
The unaudited pro forma consolidated financial statements have been compiled from: 
 
a) The audited financial statements of Earth Renew as at and for the year ended December 31, 2017; 
b) The unaudited financial statements of Earth Renew as at and for the nine months ended September 30, 2018; 
c) The unaudited financial statements of Valencia as at and for the nine months ended September 30, 2018; and 
d) The audited financial statements of Valencia as at and for the year ended December 31, 2017. 
 
The unaudited pro forma consolidated statement of financial position as at September 30, 2018 has been prepared 
as if the transaction described in Note 3 and pro forma adjustments described in Note 4 had occurred on September 
30, 2018 and the unaudited pro-forma consolidated statements of loss and comprehensive loss for the nine months 
ended September 30, 2018 and for the year ended December 31, 2017 have been prepared as if the transaction 
described in Note 3 and pro forma adjustments described in Note 4 had occurred on January 1, 2017. It is 
management’s opinion that the unaudited pro forma consolidated financial statements, in all material respects, the 
transaction, assumptions and adjustments described in Notes 3 and 4, are consistent with International Financial 
Reporting Standards (“IFRS”). The unaudited pro forma consolidated financial statements are not intended to reflect 
the financial position of Valencia which would have actually resulted had the transaction been affected on the dates 
indicated. Actual amounts recorded upon consummation of the agreement will likely differ from those recorded in 
the unaudited pro forma consolidated financial statements. Any potential synergies that may be realized and 
integration costs that may be incurred upon consummation of the transaction have been excluded from the 
unaudited pro forma consolidated financial statements. Certain elements of the financial statements of Valencia 
and Earth Renew have been reclassified to provide a consistent format. 
 
The unaudited pro forma consolidated financial statement should be read in conjunction with the audited financial 
statements of Valencia as at and for the year ended December 31, 2017, the unaudited financial statements of 
Valencia as at and for the period ended September 30, 2018, the unaudited financial statements of Earth Renew 
as at and for the period ended September 30, 2018 and the audited financial statements of Earth Renew as at and 
for the years ended December 31, 2017, 2016 and 2015 including notes thereto of Earth Renew and Valencia, and 
included in the listing statement (Earth Renew) or posted on www.sedar.com (Valencia). 
 



VALENCIA VENTURES INC. 
Notes to the Unaudited Pro-Forma Consolidated Financial Statements 
September 30, 2018 
(Expressed in Canadian Dollars) 
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2. SIGNIFICANT ACCOUNTING POLICIES 
 
The accounting policies used in the preparation of the unaudited pro forma condensed consolidated financial 
statements are as set out in Valencia’s audited financial statements for the year ended December 31, 2017. In 
preparing the unaudited pro forma condensed consolidated financial statements, a review was undertaken to 
identify accounting policy differences between Valencia and Earth Renew where the impact was potentially material 
and could be reasonably estimated. Accounting policy differences may be identified after consummation and 
integration of the proposed acquisition. However, the significant accounting policies of Earth Renew are believed to 
conform, in all material respects, to those of Valencia. 
 
3. ACQUISITION OF VALENCIA 
 
On December 1, 2017, Valencia and Earth Renew entered into a definitive amalgamation agreement pursuant to 
which Valencia will acquire all of the issued and outstanding securities of Earth Renew in exchange for securities 
of Valencia.  
 
The Transaction is structured as a three-cornered amalgamation, pursuant to which 2597534 Ontario Inc. (“Valencia 
Subco”), a wholly-owned subsidiary of Valencia, and Earth Renew will amalgamate (the “Amalgamation”) to form a 
newly amalgamated company (“Amalco”), and upon the Amalgamation, former shareholders of Earth Renew (“Earth 
Renew Shareholders”) will receive one New Valencia Share (as defined below) for each one Earth Renew Share 
held and Amalco will become a wholly-owned subsidiary of Valencia.  
 
Upon completion of the Amalgamation, Valencia will be the parent and the sole shareholder of Amalco and thus will 
indirectly carry on the business of Earth Renew under the name “Earth Renew” As of the date hereof, Earth Renew’s 
authorized capital consists of an unlimited number of common shares, of which 55,000,000 are issued and 
outstanding. Earth Renew also has stock options exercisable for 4,000,000 common shares at a price of $0.25 per 
share (the “Earth Renew Options”).  
 
On closing of the Transaction, Valencia expects to issue an aggregate of 55,000,000 common shares to existing 
shareholders of Earth Renew and 4,000,000 options to existing option holders of Earth Renew. 
 
Completion of the Transaction is subject to a number of conditions, including but not limited to, CSE Exchange 
acceptance and shareholder approval. 
 
4. PRO FORMA ADJUSTMENTS 
 
The unaudited pro forma consolidated statement of financial position reflects the following adjustments as if the 
acquisition had occurred on September 30, 2018. The unaudited pro forma consolidated statements of loss and 
comprehensive loss for the year ended December 31, 2017 and for the nine months ended September 30, 2018 
reflect the following adjustments as if the acquisition had occurred on January 1, 2017. 
 
(a) Transaction costs of approximately $100,000 will be paid. 
(b) To record a private placement whereby 4,454,454 common shares of Earth Renew were issued at a price of 

$0.22 per share for gross proceeds of $1,000,000.  
(c) To record shares issued on settlement of 2292055 accounts payable and loans from related party. 
(d) To record shares issued on settlement of Valencia accounts payable. 
(e) To reclass 0890241 BC Ltd. loan to long-term liabilities as the maturity date was extended to December 31, 

2019. 
(f) To record additional payables subsequent to September 30, 2018, that are to settled with shares. 
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4. PRO FORMA ADJUSTMENTS (continued) 
 
(g) To record the Transaction, whereby under the acquisition accounting rules, Earth Renew acquired 

Valencia. The assets acquired, and liabilities assumed are to be recorded at their estimated fair 
market values, which are based on preliminary management estimates and are subject to final 
valuation adjustments. 
 
Purchase price consideration paid 
 

 
 
Net Assets Acquired 
 

 
 
 

(i). The estimated fair value of the Valencia shares was based on the financing price as completed 
by Earth Renew at $0.22 per common share. 

(ii). The estimated fair value of the 1,250,000 Valencia options with an exercise price of CAD$0.14 
and a weighted average life of 3.98 years was estimated based on the Earth Renew financing 
share price, an exchange ratio of 1:1, an expected life of 3.98 years, an expected volatility of 
202%, based on the volatility of Valencia shares, an expected dividend yield of 0% and a risk 
free rate of 1.95%  

 
  

Estimated fair value of Valencia shares (i) 5,348,543$      

Estimated fair value of Valencia options (ii) 137,500          

 $     5,486,043 

Cash 9,129$            

Amounts receivable 59,331            

Accounts payable and accruals (44,675)           

 $         23,785 

Excess of purchase price over fair value 5,462,258$      

 $     5,486,043 
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5. PRO FORMA SHAREHOLDERS’ EQUITY CONTINUITY 
 
A pro forma continuity of Valencia issued capital stock and related recorded values after giving effect to 
the pro forma adjustments described in Note 4 above is set out below: 
 

 
 
As at September 30, 2018, Valencia has the following stock options outstanding after giving effect to the 
pro forma adjustments described in Note 4: 
 

 Number of 

options 

outstanding 

 Number of 

options 

exercisable 

 Exercise 

price 

(CAD$)  Expiry date 

4,000,000     4,000,000        0.25       July 18, 2021

1,250,000     1,250,000        0.14       August 22, 2021  
 

 Reserve for 

 share-based 

 payments  Deficit  Equity 

 #  $  $  $  $ 

2292055 Ontario Ltd. Equity at September 30, 2018           55,000,000           3,611,701            692,000         (3,153,221)          1,150,480 

Private placement, to be completed prior to completion, net of 

issue costs             4,545,454           1,000,000                      -                          -            1,000,000 

Debt for shares             2,506,823              551,501              (80,923)             470,578 

2292055 Ontario Ltd. equity, immediately prior to transaction           62,052,277           5,163,202            692,000         (3,234,144)          2,621,058 

Valencia Ventures Inc. acquisition           19,819,647           4,360,322            137,500         (5,462,258)           (964,436)

Transaction costs                          -                          -                        -              (100,000)           (100,000)

Debt for shares             4,491,913              988,221                      -                (39,550)             948,671 

Total Pro Forma Shareholders' Equity           86,363,837         10,511,745            829,500         (8,835,952)          2,505,293 

 Common shares 
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CERTIFICATE OF THE ISSUER 

Pursuant to a resolution duly passed by its Board of Directors, EarthRenew Inc. (formerly Valencia Ventures Inc.), 

hereby applies for the listing of the above mentioned securities on the Exchange.  The foregoing contains full, true 

and plain disclosure of all material information relating to EarthRenew Inc. It contains no untrue statement of a 

material fact and does not omit to state a material fact that is required to be stated or that is necessary to prevent a 

statement that is made from being false or misleading in light of the circumstances in which it was made. 

Dated at Toronto, Ontario 

this 20th day of December, 2018. 

 

“Damian Lopez”   “Ryan Ptolemy”  

Damian Lopez, President and Chief Executive 

Officer 

 Ryan Ptolemy, Chief Financial Officer 

   

“Tito Gandhi”   “Bernard Wilson” 

Tito Gandhi, Director  Bernard Wilson, Director 
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CERTIFICATE OF THE TARGET 

The foregoing contains full, true and plain disclosure of all material information relating to 2292055 Ontario Inc. It 

contains no untrue statement of a material fact and does not omit to state a material fact that is required to be stated or 

that is necessary to prevent a statement that is made from being false or misleading in light of the circumstances in 

which it was made. 

Dated at Calgary, Alberta 

this 20th day of December, 2018. 

 

“Keith Driver”   “Ryan Ptolemy”  

Keith Driver, President and Chief Executive 

Officer 

 Ryan Ptolemy, Chief Financial Officer 

   

“Catherine Stretch”  “David Argyle” 

Catherine Stretch, Director  David Argyle, Director 

 


